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Court of Appeals of the District of Columbia 

i 

I 

- I 

No. 5957 I 

l 

I 

Beneficial Loan Society of Trenton, Appellant, 

I 

vs. I 

i 

i 

David Burnet, Commissioner of Internal 'Revenue. 

i 

1 Docket No. 60961. ! 

I 

Beneficial Loan Society oi Trenton, Petitioner, 

i 

I 

v. I 

i 

Commissioner of Internal Revenue, Respondent. 

i 

| 

Appearances: j 

For Taxpayer: Jackson R. Collins, Esq. j 

For Comm’r: W. R. Lansford, Esq. j 

Docket Entries. 

1931. j 

Dec. 21. Petition received and filed. Taxpayer notified. 
(Fee paid.) j 

44 21. Copv of petition served on General Counsel. 

1932. * j 

Feb. 3. Answer filed bv General Counsel. | 

" I 

44 12. Copy of answer served on taxpayer.} Assigned 

General Calendar. j 

Mar. 17. Motion to consolidate with dockets 4$238, 49273, 
47749 and 61021 for hearing March 29, 1932 
filed by taxpayer. 3/18/32 granted. 

44 18. Hearing set March 29, 1932. ! 

44 24. Motion to advance hearing to March 2^, 1932 filed 

by General Counsel. 3/26/32 granjted. 

44 28. Hearing had before Mr. Black, Div. 15j on merits. 

Submitted. Amendment to petition to be filed 
in 10 days. Briefs due in 60 days, j 
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1932. 

Apr. 6. Motion to amend petition embodying amendment, 
filed by taxpayer. 4 / 7/32 copy served. 

“ 7. Motion to amend petition granted. 4 9/32 copy 

served. 

“ 1G. Answer to amendment to petition filed by General 

Counsel. 

May 9. Order that both parties be granted up to and in¬ 
cluding Sept. 1, 1932 to file briefs entered. 

Aug. 3. Transcript of hearing March 28, 1932 filed. 

Sept. 1. Brief filed by taxpayer. 

“ 1. Brief filed bv General Counsel. 

Oct. 25. Findings of fact and opinion rendered, Eugene 
Black, Div. 15. 

Decision will be entered for respondent in all 
dockets. 

“ 26. Decision entered, Eugene Black, Div. 15. 

1933. 

Jan. 16. Stipulation of Venue filed. 

“ 18. Petition for review to Court of Appeals of the 

District of Columbia with assignments of error 
filed by taxpayer. 

“ 18. Proof of service filed. 

Mar. 25. Pnvcipe with proof of service thereon filed. 

2 U. S. Board of Tax Appeals, Filed Dec 21, 1931. 

United States Board of Tax Appeals. 

Docket Xo. 60961. 

Beneficial Loan Society of Trenton, Petitioner, 


Commissioner of Internal Revenue, Respondent. 

Petition. 

The above named Petitioner hereby petitions for a rede¬ 
termination of the deficiency set forth by the Commissioner 
of Internal Revenue in its notice of deficiency IT:AR:C-5 
LJGW-60D, dated December 15, 1931, and as a basis of its 
proceeding alleges as follows: 

1. The petitioner is Beneficial Loan Society of Trenton, 
a Corporation organized under the laws of the State of New 
Jersey, with its principal office located at Trenton, Xew 
Jersey. 


o 
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I 

2. The notice of deficiency (a copy of which is attached 
and marked Exhibit “A") was mailed to the petitioner on 
December 15, 1931. 

3. The taxes in controversy are income taxejs for the pe¬ 

riod of February 1, 1929 to December 31, 1929J and are for 
$192.51. ‘ j 

4. The petitioner protests the change in its specific credit 
as required by letter dated December 26, 1921}, referenced 
IT :AR :C-3 JFW, addressed to the Collector j of Internal 
Revenue, Custom House, New York, N. Y., and further 
referenced RSF :601-C, and signed by David Bupnet, Deputy 
Commissioner. In that letter the Deputy Commissioner 
made this statement: 

“The attention of the taxpaver should be called to the 
fact that in determining the tax on the return fojr the period 
from February 1, 1929 to December 31, 1929, tlnj} net income 
must be placed on an annual basis and the talx computed 
in accordance with Section 47 (c) of the Revenue Act of 
1928.” | 

3 5. The Commissioner recomputed the! tax as set 

forth in Exhibit “A” in accordance witlj Section 47 
(a) of the Revenue Act of 1928 and reduced jthe specific 
credit to four twelfths (4 12) of $3,000. j 

6. The net income as found bv the Commissioner is $15,- 

042.62, which is less than $25,000. j 

7. The petitioner on June 1, 1929 became a [member of 

the affiliated group of Beneficial Industrial Loa!n Corpora¬ 
tion. | 

8. The period of February 1, 1929 to December 31, 1929 

is the period described in Section 47 (c) Revenue Act of 
1928. Regulations 74, Article 371, describes ini detail how 
computation of tax shall be made for intervening period 
at time of change in established accounting period. The 
petitioner has made its computations in accordance with 
said Regulations and requirements of the Revenue Act of 
1928 in Section 47 (c) and under Section 43. | 

Wherefore vour Petitioner pravs that the I&oard mav 
hear this proceeding and find that the return, as filed, shows 
no deficiency in tax. j 

JACKSON R. COLUNS, 

Counsel for Petitioner. 

Jackson R. Collins, 2 Lafayette Street, New York, N. Y. 
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State of New York, 

County of Nriv York, $$: 

E. L. Kincaid, being dulv sworn, savs that he is Treas- 
urer of Beneficial Loan Society of Trenton; that he has 
read the foregoing petition, and is familiar with the state¬ 
ments contained therein, and that the facts stated are true, 
except as to those facts stated to be upon information and 
belief, and those facts he believes to be true. 

E. L. KINCAID. 

Subscribed and sworn to before me this 19th day of 
December, 1931. 

[Seal of Ellen \V. Coughlin, Notary Public, New 

York County.] 

ELLEN W. COUGHLIN, 

* Notary Public. 

Notary Public, New York County. 

N. Y. County Clerk No. 208. N. Y. County Reg. 2C96. 
Comm, expires Mar. 30, 1932. 

4 Exhibit “A’\ 

Treasury Department, Washington. 

IT :AR :C-5. LJGW-60D. 


Dec. 15, 1931. 

Beneficial Loan Society of Trenton, 

28 West State Street, 

Trenton, New Jersey. 

* • 

Sirs : 

You are advised that the determination of your tax lia¬ 
bility for the period Feb. 1, 1929 to May 31, 1929 discloses 
a deficiency of $192.51, as shown in the statement attached. 

In accordance with section 272 of the Revenue Act of 
1928, notice is hereby given of the deficiency mentioned. 
Within sixty days (not counting Sunday as the sixtieth 
dav) from the date of the mailing of this letter, vou mav 
petition the United States Board of Tax Appeals for a 
redetermination of your tax liability. 
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However, if you do not desire to petition^ you are re¬ 
quested to execute the enclosed agreement form and for¬ 
ward it to the Commissioner of Internal Revenue, Wash¬ 
ington, D. C., for the attention of IT:C:P-7. j The signing 
of this agreement will expedite the closing oij your return 
by permitting an early assessment of any deficiency and 
preventing the accumulation of interest charges, since the 
interest period terminates thirty days after filing the en¬ 
closed agreement, or on the date assessment is made, which- 
ever is earlier; whereas if no agreement is pled, interest 
will accumulate to the date of assessment of tjie deficiency. 

Respect full v, 

DAVID BURNET, 

Commissioner, 

(Signed) BvJ. C. WILMipR, 

Deputy Conimissioner. 

I 

Enclosures: Statement, Form 882, Form 8701, Schedule 1. 


Statement. 


IT :AR :C-5. LJGW-60D. 


In re Beneficial Loan Society of Trenton, 28 j West State 

Street, Trenton, New Jersey, j 

i 

Tax Liability. 


IVriod. 


Tax liability. 


Fobruarv 1, 192!), 

to May 31, 1929 $1,544.G9 


Tax assessed. 


$1,352.18 


1 )eticiencv. 


$192.51 


The computation of tax showing the above results is 
shown in enclosed schedule 1. 
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6 Beneficial Loan Society of Trenton. Period Febru¬ 
ary 1, 1929, to May 31, 1929. 

Schedule 1. 

Computation of Tax —1929. 


Income Tax. 

Net income return . $15,042.62 

Less Credit of $3,000.00 for 4/12 year 1,000.00 

Balance subject to tax $14,042.62 

Income tax 11%. $1,544.69 

Total previously assessed 1,352.18 

Additional tax to be assessed. $192.51 


In accordance with section 47(a) of the Revenue Act of 
1928 the specific credit is reduced to 4 12 of $3,000.00. 

7 [Stamp:] United States Board of Tax Appeals. 

Filed Feb. 3, 1932. 

[Stamp:] Received U. S. Board of Tax Appeals. Feb. 
3, 1932. 


United States Board of Tax Appeals. 

Docket No. 60961. 

Beneficial Loan Society of Trenton. Petitioner. 

v. 

Commissioner of Internal Revenue, Respondent. 

Answer. 

The Commissioner of Internal Revenue bv his Attornev 

• * 

C. M. Charest, General Counsel, Bureau of Internal Rev¬ 
enue, for answer to the petition filed by the above-named 
petitioner, admits and denies as follows: 









DAVID BURNET, COMMR. OF INTERNAL RE|VENUE. 7 

1 and 2. Admits the allegations contained in paragraphs 
1 and 2 of the petition. j 

3. Admits the taxes in controversy are in ihe amount of 
$192.51. Denies that the period is from Febjruarv 1, 1929, 
to December 31, 1929, but avers that the tax^s are for the 
period February 1, 1929, to May 31, 1929, injclusive. 

4. Denies tlie materiality of the averments contained in 

* 

paragraph 4 of the petition. 

5. Admits the averments contained in paragraph 5 of the 
petition. 

6. Admits the averments contained in paragraph 6 of the 
petition. 

7. For lack of information upon which to Wni a belief, 
denies the averments contained in this paragraph. 

8. Denies the averments contained in the firit sentence of 
paragraph 8, admits the averments contained in the second 
sentence, and denies the averments contained in the third 

sentence of said paragraph 8. 

8 Denies each and every other allegation of fact not 

hereinbefore admitted, denied, or qualified. 

Wherefore, it is prayed that the Board redetermine the 

amount of the deficiency involved in this proceeding to be 

equal to the amount determined by the Commijssioner, plus 

anv additional amount which mav arise from tne correction 
• - 

of any error or errors that may have been committed by 
the Commissioner. Claim is hereby assertedj for the in¬ 
creased deficiency, if any, resulting from such ^determina¬ 
tion. i 

(Signed) C. M. CHABlEST, 

General Counsel , 
Bureau of Internal Revenue. 
Of Counsel: ! 

WILLIS R. LAXSFORD, j 

Special Attorney , | 

Bureau of Internal Revenue. j 

wrl/tls 2-2-32. 
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9 2(j B. T. A. — 

United States Board of Tax Appeals. 

Dockets Xos. 60961, 48238, 49273, 61021, and 47749, 

Respectively. 

Promulgated October 25, 1932. 

Beneficial Loan Society of Trenton, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

American Loan Company of Akron, Ohio, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

American Loan Company of Camden, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Beneficial Loan Company of Providence, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Personal Finance Company of Lebanon, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Specific Credit-Corporation; Jn and out of affiliation 
during taxable gear. —-Where a corporation is a member 
of an affiliated i»roup for part of a taxable year and its 
income for such part of the year is included in a consoli¬ 
dated return tiled by a parent corporation, and files a sepa¬ 
rate return includin'*- income for the fractional part of the 
vear duriiur which it was unaffiliated, it is onlv entitled on 

* V* % 

its separate return to a pro rata part of the specific credit 
allowed corporations for a taxable year. {Beneficial Loan 
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Society. 48 Fed. (2d) 686; Green River Distilling Co., 16 
B. T. A. .‘>95, followed.) j 

I 

Jackson R. Coil-ins. Esq., for the petitioners. 

W. R. Lansford, Esq., for the respondent. | 

In these proceedings respondent has determined defi¬ 
ciencies as follows: against Beneficial Loajn Society of 
Trenton, for period February 1, 1929, to ^Iav 31, i929, 
$192.51; against American Loan Company cj>f Akron, for 
period May 31, 1927, to January 31, 1928, $$6.09; against 
American Loan Society of Camden, for period June 1, 
1927, to January 31, 1928, $84.67; against Beneficial 
10 Loan Society of Providence, for periop February 1, 
1929, to May 31, 1929, $192.50; against j Personal Fi¬ 
nance Company of Lebanon, for period Julv l| to December 
31, 1927, $135.01. * | 

The proceedings have been consolidated j for hearing 
and all involve one common issue, which will! be stated in 
the opinion. 

Findings of Fact. j 

Beneficial Loan Society of Trentoh. 


Petitioner, hereinafter referred to as Trenjton, was in¬ 
corporated February 16, 1915, under the lawsjof the State 
of Xew Jersey, and is engaged in the business of making 
industrial loans, $300 or less, as principal. It[^ accounting 
period ended January 31, but permission wa$ granted to 
change to the calendar year basis of filing by jhc Commis- 
missioncr on December 26, 1929. The Commissioner, in his 
letter granting the change from a fiscal year tp a calendar 
year basis, said: “The attention of the taxpayer should be 
called to the fact that in determining the tax oji the return 
for the period from February 1, 1929, to December 31, 1929, 
the net income must be placed on an annual Intsis and the 
tax computed in accordance with section 47(c) Of the Reve¬ 
nue Act of 1928. ” | 

The deficiency notice shows that the Commissjioner found 
Trenton’s net income to be $15,042.62 for the period Feb¬ 
ruary 1, 1929, to May 31, 1929. Petitioner filecj its income 
tax return on Form 1120 for the calendar year 1929, but 
the return itself shows that it covers a peri'iod of four 
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months, to-wit, February 1, 1929, to May 31, 1929, and the 
amount of net income shown on the return is $15,042.62, 
same as shown by respondent in his deficiency notice. 
11 Trenton computed the tax on $15,042.62 by multi- 
plying said net income by twelve and dividing by 
eleven, deducting specific credit in the amount of $3,000 
and multiplying by the rate of tax, and taking ll/12ths 
thereof, which was a calculation of the tax on the calendar 
vear basis from Februarv 1, 1929 to December 31, 1929, 
and a placing of the income on an annual basis, as provided 
in Section 47 (c), Revenue Act of 1928. 

On June 1, 1929, petitioner became a member of the af¬ 
filiated group of Beneficial Industrial Loan Corporation, 
and for the remainder of the vear 1929 its income was re- 
ported on the consolidated return filed by the parent cor¬ 
poration, Beneficial Industrial Corporation. The consoli¬ 
dated income is not involved in this proceeding. 

In the deficiency notice, the respondent prorated the spe¬ 
cific credit of $3,000 provided by the Revenue Act of 1928, 
and allowed 4/12ths thereof, or $1,000. 


American Loan Company of Akron, Ohio. 

Petitioner, hereinafter referred to as Akron, was incor¬ 
porated under the laws of Delaware, April 11, 1923, and is 
engaged in the business of making industrial loans of $300 
or less, as principal. It established and maintained its ac¬ 
counting period on a fiscal year basis ending January 31st. 

The deficiency notice shows that the respondent found 
petitioner's net income to be $6,247.48 for the period June 
1, 1927, to January 31, 1928, which was the same as that 
shown by the petitioner’s return. Petitioner filed its sepa¬ 
rate income tax return on Form 1120-A for the fiscal year 
1928, beginning February 1, 1927, and ending January 31, 
1928, but the return itself shows that it covers a period of 
eight months from June 1, 1927, to January 31. 1928. 
12 Petitioner computed the tax on the net income of 
$6,247.48 in conformity with section 105, Revenue 
Act of 1928, and deducted the specific credit bv taking 
ll/12ths of $2,000, plus 1/12th of $3,000. Eleven months 
of the fiscal year were in 1927 and one month in 1928. 

From February 1, 1927, to May 31, 1927, the taxpayer 
was affiliated with the American Loan Company, Wilming- 
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ton, Delaware, and its income for that period was included 
with said company in a consolidated income-jtax return of 
the Beneficial Loan Society, Wilmington, Delaware, for the 
fiscal year ended January 31, 1928. This consolidated in¬ 
come is not involved herein. In the deficienby notice, the 
respondent, in computing the tax at the 1927 ijate, prorated 
the specific credit of $2,000 provided by the Act of 1926 and 
allowed 8/12ths thereof, or $1,333.33. In commuting the tax 
at the 1928 rates the specific credit of $3,000 ujider the 1928 
Act was prorated and $2,000 allowed. 

I 

i 

American Loan Companv of Camden. 

Petitioner, hereinafter referred to as Camden, was in¬ 
corporated February 3, 1927, under the laws |of Delaware 
and is engaged in the business of making industrial loans 
of $300 or less as principal. It established itjs accounting 
period on a fiscal year basis ending January 31 st. 

The deficiency notice shows that the respondent found 
petitioner’s net income to be $8,470.85 for the (period from 
June 1, 1927, to January 31, 1928, which was jthe same as 
that returned by the petitioner. Petitioner fjled its sep¬ 
arate income-tax return on Form 1120-A for the 
13 fiscal year 1928, beginning February 1927, and 
ended January 31, 1928, but the return (itself shows 
that it covers a period of eight months only, vizi, from June 
1, 1927, to January 31, 1928. 


Petitioner computed the tax on the income l pf $8,470.85 
in accordance with section 105, Revenue Act df 1928, and 
deducted the full specific credit in tho following manner, 
viz., 11 12ths of $2,000 and 1 /12th of $3,000|, as eleven 
months of the fiscal year were in 1927 and lone month 
was in 1928. From Februarv 1, 1927, to Mav 3|l, 1927, the 
petitioner was affiliated with the American Loan Company, 
'Wilmington, Delaware, and its income for that period was 
included with said company in a consolidated iincome tax 
return of the Beneficial Loan Society, Wilmington, Dela¬ 
ware, for the fiscal year ended January 31, 1928.] This con¬ 
solidated income is not involved herein. In th(f deficiency 
notice, the respondent in computing the tax at thj? 1927 rate, 
prorated the specific credit of $2,000 provided jbv the Act 
of 1926 and allowed 8/12ths thereof, or $1,333133, and in 
computing the tax at the 1928 rates the specific credit of 
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$3,000 under the 1928 Act was prorated and $2,000 allowed. 
On March 7, 1930, petitioner and respondent executed a 
written waiver of the statute of limitations, extending the 
period for assessment of the taxes for 1927 and 1928 until 
December 31, 1930. The waiver is in the usual form, but 
has written in typewriting at the top the following: “Parent 
Company: Beneficial Loan Society of Delaware, Wilming¬ 
ton, Delaware.” The notice of deficiency was dated April 
23, 1930, and this appeal was taken June 16, 1930. 
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Beneficial Loan Societv of Providence. 


Petitioner, hereinafter referred to as Providence, was 
incorporated November 10, 1923, under the laws of Dela¬ 
ware, for the purpose of engaging in the industrial loan 
business in amounts of $300 or less, as principal. Its ac¬ 
counting period was a fiscal year ending January 31st, but 
permission was granted to change to a calendar year basis 
by the respondent on December 26, 1929. The respondent 
in his letter granting the change from a fiscal year to a 
calendar year basis said: “The attention of the taxpayer 
should bo called to the fact that in determining the tax on 
the period from February 1, 1929, to December 31, 1921b 
the net income must be placed on an annual basis, and the 
tax computed in accordance with section 47 (c) of the Rev¬ 
enue Act of 1928.” 

The deficiency notice shows that the respondent found 
petitioner's net income to be $7,07)0.95 for the period Feb¬ 
ruary 1, 1929 to Mav 31, 1929. Petitioner filed its separate 
income tax return for the period from February 1, 1929 to 
May 31, 1929, on Form 1120. 

Petitioner computed the tax on the net income for said 
four months, to-wit, $7,050.95, by multiplying said net in¬ 
come bv twelve and dividing bv cloven and deducting the 
specific credit of $3,000 and then multiplying by the rate of 
the tax, and taking 11 Piths thereof, which was a calculation 

of the tax on the calendar vear basis from February 1, 1929 

• • 

to December 31, 1929, and placing the income on an annual 
basis, as provided by Section 47 (c) of the Revenue Act of 
1928. On June 1, 1929, petitioner became a member of an 
affiliated group headed by the Beneficial Industrial Loan 
Corporation, and for the remainder of the calendar year 
its income was included and reported on the consolidated 
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return filed by the parent corporation, Beneficial Industrial 
Loan Corporation. The consolidated income is not 
15 involved in this proceeding. 

In the deficiency notice, the respondent prorated 
the specific credit of $3,000 allowed by the Revenue Act of 
1928 and allowed 4 12ths thereof, or $1,000. j 

I 

i 

Personal Finance Company of Lebanon. 

i 

Petitioner, hereinafter referred to as Lebanon, was in¬ 
corporated under the laws of Delaware, October 0, 1926, 
for the purpose of engaging in the industrial loan business 
in amounts of $300 or less, as principal. Its accounting 
period was on the calendar year basis. The deficiency 
notice shows that the petitioner's net income fpr the period 
July 1, 1927, to December 31, 1927, was $|i,513.98, the 
amount returned by petitioner. Petitioner fil|ed its sepa¬ 
rate income tax return for that period on Foihn 1120. It 
computed the tax on $6,513.98 by deducting tint* entire spe¬ 
cific credit of $2,000, although the income reported on the 
return covered only a period of six months of the calendar 
year 1927, and multiplying by tin' rate of taxi 13! •.»??, as 
provided in sections 230 and 236, Act of 1926. j 

For the first six months of 1927, from January 1, 1927, 
to June 30, 1927, the petitioner was affiliated with the Col¬ 
lateral Bankers, Inc., Xew York, and its retujrn for that 
period was included in and returned by the Collateral Bank¬ 
ers. Inc., in a consolidated return for the calendar year 
1927. This consolidated income and return is n|ot involved 
herein. In tlie deficiency notice the respondei|it prorated 


tlic specific credit and allowed $1,000, or one-1 
for the period of six months from July 1 to 
31, 1927. 


alf thereof 
December 


16 Opinion. 

Black: As to all of the petitioners there isj one issue 
which is common and that issue is whether or noj each peti¬ 
tioner is entitled to take as a deduction from a| return re¬ 
porting income for a fractional part of a year,j the entire 
specific credit allowed to a corporation with net ilncome less 
than $25,000 per annum, by the Revenue Acts o]f 1926 and 
1928, or whether such specific credit should prorated 
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over the number of months for which income has been re¬ 
ported separately, as respondent has done in his determina¬ 
tion of the deficiencies involved in these proceedings. 

There is an issue of limitation as to petitioner, American 
Loan Company of Camden. We will discuss these issues 
in their order. 

An examination of the findings of fact will show that 
some of the income-tax returns in question are governed 
by both the Revenue Acts of 1926 and 1928, because tlie 
fiscal year of the taxpayer began in 1927 and ended in 1928, 
and some of them are governed solelv bv the Revenue Act 
of 1928, but in so far as a decision on the first point is con¬ 
cerned, it is not believed that there is any substantial dif¬ 
ference in the provisions of the two Acts and that whatever 
is the correct rule to apply to one is the correct rule to apply 
to the other. Under both the 1926 and 1928 Acts, the Com¬ 


missioner has promulgated regulations which require the 
subsidiary or subordinate corporation, member of an affili¬ 
ated group, whose status is changed during the taxable year, 
to make a separate return for that part of the taxable year 


during which time it was outside of the affiliation. See Ar¬ 


ticle 634, Regulations 69: Article 


733, Regulat ions 74: 


17 Article 13, Regulations 75 (which govern the year 1929 
and subsequent years). This requirement, that the 
subsidiary or subordinate corporation, whose status has been 
changed during the taxable year, shall make a separate re¬ 
turn for that part of the taxable year during which time it 
was outside of the affiliated group, has received the ap¬ 
proval of the Board and the courts. Industrial Cotton 
Mills Co.. 22 B. T. A. 648, and cases there cited: Streets 


Company of America. Inc.. 12 B. T. A. 1285, affirmed on this 
point, 40 Fed. (2d) 436. 

Petitioners in the instant case have complied with the 
above-stated regulations and have tiled separate returns in 
which they have included that part of their net income 
earned during that part of their calendar year or fiscal 
vear, as the case mav be, while thev were outside the affilia- 
tion. Their income for the period of affiliation was in¬ 
cluded in the consolidated return of a parent corporation. 
On these points there is no dispute between petitioners and 
the Commissioner, but as to the use of the specific credit 
deduction, there is a contest. Petitioners, as has already 
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been stated, contend they are entitled to dedujet the entire 
amount permitted by the statute for a whole itaxable year 
of twelve months, whereas respondent contends that this 
credit should be prorated in proportion to the number of 
months’ income included in the return. 

i 

Respondent gives, as a justification for \u$ contention, 
section 239 (b) of the 1926 Act, and a corresponding pro¬ 
vision in the 1928 Act, section 47 (e). Seetioji 239 (b) of 
the 1926 Act reads: “* * * In the case of a Return made 
for a fractional part of a year, except a return[made under 
subdivision (a) of section 226, the credit!provided in 
18 subdivision (b) of section 226 shall be reduced to an 
amount which bears the same ratio to thie full credit 
therein provided as the number of months in the period for 
which the return is made bears to twelve months.” 

The Commissioner has promulgated Article 625, Regula¬ 
tions 69, under the foregoing provision of the lt|26 Act, and 
Article 715, Regulations 74 and 75 under section 47 (e) of 
the 1928 Act. He has followed out the provisions of these 
regulations in the determination of the deficiencies involved 
in these proceedings. 

The method used bv the Commissioner in the nstant case 

* 

recently received the approval of the United States Court 
of Claims in Bnicficial Loan Society of Bethleheyi v. United 
States, 48 Fed. (2d) 686. We agree with the jdecision of 
the Court of Claims in that case. 


In Green Hirer Distilling Company, 16 R. T. A . 395, which 
was governed by the Revenue Act of 1918, we approved the 
action of the Commissioner in requiring the Green River 
Distilling Company to file its separate return for the frac¬ 


tional part of the year (8 months) during which jime it was 
not affiliated with the Copperfield Company, Inc.j and to file 


a consolidated return with said Copperfield Conjpanv, Inc., 
for the remainder of the year (4 months). T^ie facts in 
that case show that in connection with his determination 


of the deficiency against the Distilling Company, the re¬ 
spondent reduced its invested capital to 8/12:hs of the 
amount of invested capital, for the 8-montli period. He 
also reduced the excess profits and war profitsjcredits to 
8 T2ths of the amounts allowable for a full vearl This ac¬ 
tion of the Commissioner, the taxpayer vigorously con- 
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tested and contended the Commissioner had no right 

19 to prorate the amount of invested capital or of the 
excess-profits and war-profits credit over a period of 

eight months but must allow them for the full 12-month 
period, notwithstanding only eight months' income was in¬ 
cluded in the separate return. This contention there made 
was very similar to the one now made by petitioners in the 
instant case. Petitioner in the (Ireen Hirer Distilling / ('om- 
pany case relied upon some of the same authorities that 
the petitioners in the instant case urge in their brief, but 
we sustained tin* action of the Commissioner in his method 
of prorating the amount of invested capital and the excess 
profits credit and overruled the contentions of petitioner. 
We think the principles announced in (Iren/ Hirer Distil - 
liny Company are controlling here. 

Undoubtedly the point raised by all the petitioners in 
the instant case would be governed by the same rule ap¬ 
plied in Beneficial Loan Society of Bethlehem v. Cn.iterf 
States, supra, and Green River Distilliny Companjt, supra, 

unless Beneficial Loan Sociotv of 'Fronton and Beneficial 

• 

Loan Society of Providence, which each on December 26, 
1929, secured permission of the Commissioner to change 
their accounting period from a fiscal year period ending 
January 31, 1930, to a calendar year period beginning Feb¬ 
ruary 1, 1929, and ending December 31, 1929, be excepted 
and are entitled to take the specific credit deduction in ac¬ 
cordance with section 47 (a) (c) (e) of the Revenue Act of 
1928, which reads: 

Sec. 47. Returns for a Period of Less Than Twelve 
Months.— 

(a) Returns for short period resulting from change of ac¬ 
counting period.—If a taxpayer, with the approval of the 
Commissioner, changes the basis of computing net income 
from fiscal year to calendar year a separate return shall be 
made for the period between the close of the last 

20 fiscal vear for which return was made and the fol- 
lowing December 31. If the change is from calendar 

year to fiscal year, a separate return shall be made for the 
period between the close of the last calendar year for 
which return was made and the date designated as the close 
of the fiscal vear. If the change is from one fiscal vear to 
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i 

i 

| 

another fiscal year a separate return shall be ipade for the 
period between the close of the former fiscal year and the 
date designated as the close of the new fiscal jyear. 



(c) Income placed on annual basis.—If a Separate re¬ 
turn is made under subsection (a) on account of a change 
in the accounting period, the net income, commuted on the 
basis of the period for which separate return isjmade, shall 


be placed on an annual basis by multiplying (the amount 
thereof bv twelve and dividing bv the number of months 
included in the period for which the separate return is 


made. The tax shall be such part of the tax computed on 
such annual basis as the number of months in such period 
is of twelve months. 


i 


* * * # * # • 

(e) Reduction of credits against net income.—[In the case 
of a return made for a fractional part of a yeijr, except a 
return made under subsection (a), on account c|f a change 
in the accounting period, the personal exemption and credit 
for dependents, and the specific credit for corporations, 
shall be reduced respectively to amounts whiejh bear the 
same ratio to the full credits provided as the Inumber of 
months in the period for which return is made bears to 
twelve months. 


We think the provisions of section 47 (a) (c) (e) of the 
Revenue Act of 1928 would govern in the cases pf Trenton 
and Providence if they had not been in and out of affiliation 
during the taxable year. If they had not been jn and out 
of affiliation during the taxable year, we think thleir proper 
procedure under tin* permission which had been granted by 
the Commissioner, would have been to file return^ covering 
tin* calendar period, February I, 1929, to December 31, 
1929, including all their income for such period and having 
it placed upon an annual basis, as provided in (section 47 
(a) (c) (e) of the Revenue Act of 1928. j 

But Trenton and Providence, like the other petitioners in 
this proceeding, were in and out of affiliation during 
21 the taxable years. In the first four months of their 
calendar year (changed to such by permission of 


i 
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the Commissioner) beginning February 1, 1929, they were 
not affiliated and their income was reported separately. 
For the remainder of the calendar year their income was 


included in tlie consolidated returns of parent corporations. 
We, therefore, think the same rule which must be applied 
to the other petitioners in this proceeding must be applied 
to them and that rule, as we have already stated, we think 
was correctlv decided bv us in Green River Distillina Cow- 
pant/, supra, and by the Court of Claims in Beneficial Loan 
Society of Bethlehem v. United States, supra. That rule 
we follow in the instant case and approve the method used 
bv the Commissioner in his determination of the deficien¬ 


cies. 

The remaining question relates to the statute of limita¬ 
tions raised bv Camden, which executed and delivered to 
respondent a waiver of the statute of limitations dated 
March 7, 1930, extending the period for assessment of the 
taxes involved herein to December 31, 1930. The notice of 
deficiency was dated April 23, 1930, and the appeal was 
taken June 16, 1930. The written consent or waiver is in 
the usual form and no objection is made thereto, except 
it is pointed out that the name of the parent corporation 
of the affiliated group appears at the top of the printed 
form, but not in the caption or body of the consent in writ¬ 
ing, and it is argued that because of this the waiver should 
be confined to the affiliated period for which consolidated 
return was filed, and not apply to the separate return filed 
by Camden. There is nothing to indicate that the waiver 
is so limited. The parent company is not a party to the 
agreement. Camden is the taxpayer and the only party to 
the agreement which waived the statute of limitation on 
1927 and 1928 taxes until December 31, 1930. It follows 
that the waiver is valid. 

Reviewed bv the Board. 

% 

Decision trill he entered for the respondent in all the re¬ 
spective dockets. 
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22 United States Beard of Tax Appeals, Washington. 

Docket No. 60961. j 

Beneficial Loan Society, Petitioner, 

i 

y 
» • 

I 

Commissioner of Internal Revenue, Respondent. 

i 

Decision. 

Pursuant to the determination of tlie Board, set forth 
in its report promulgated October 25, 1932, it! is ordered 
and decided that there is a deficiency of $192Lol for the 
period February 1, 1929 to May 31, 1929. j 
Enter. 

(Signed) Eugene B|lack, 

1 Member. 

i 

[Seal United States Board of Tax Appeals!.] 

! 

Entered Oct. 26, 1932. j 

i 

23 [Stamp:] United States Board of Tax Appeals. 

Filed Jan. 18, 1933. j 

i 

In the United States Board of Tax Appeals. 

i 

The Court of Appeals of the District of Columbia. 


Docket No. 60961. I 

i 

Beneficial Loan Society of Trenton (New Jersey Cor¬ 
poration), Petitioner, | 

v. j 

I 

Commissioner of Internal Revenue, Respondent. 

i 

Petition for Review. j 

i 

I 

To the Honorable the Judges of the Court of Appeals of 
the District of Columbia: j 

I. This is a proceeding for review by the Couft of Ap¬ 
peals of the District of Columbia of a decision of the 
United States Board of Tax Appeals entered on the 26th 
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day of October, 1932, and based upon an opinion issued on 
October 25, 1932 in the cases with Docket Xos. 60961; 
47749; 48238; 49273 and 61021, and which decision rede¬ 
termined a deficiency in income taxes for the taxable Year 

• • 

ended December 31, 1929 against your petitioner in the 
amount of 8192.51. 

II. Your petitioner is a New Jersey corporation organ¬ 
ized under the laws of the State of New Jersey, having its 
principal office at Trenton, Xew Jersey. 

Your petitioner had an established fiscal year ended 
January 31, and filed its income tax return upon said basis 
from the date of its incorporation through the period 
ended January 31, 1929. Your petitioner applied to the 
Commissioner of Internal Revenue for a change of estab¬ 
lished accounting period from the fiscal year above men¬ 
tioned to a calendar year, which change was granted by 
letter dated December 26, 1929, referenced IT:AR:C-3 
JF\Y, addressed to the Collector of Internal Revenue, 
Custom House, Xew York, X. Y., and further referenced 
RSF:601-C, and signed by David Burnet, Deputy 
24 Commissioner. 

Your petitioner filed its return for the taxable year 
ended December 31, 1929 in accordance with the directions 
of the above mentioned letter and computed its tax in con¬ 
formity with Section 47(a) of the Revenue Act of 1928, 
and with the instructions contained in Article 371 of Regu¬ 
lations 74. 

For the taxable year ended December 31, 1929 your pe¬ 
titioner made its income tax return to the Collector of 
Internal Revenue for the 1st District of Xew Jersey, whose 
office is located in the Citv of Camden, State of Xew Jersey. 

For the first four (4) months of the taxable year ended 
December 31, 1929, and or the period from February 1, 
1929 through May 31, 1929 the income of your petitioner 
was reported in its own income tax return for the taxable 
vear ended December 31, 1929 in the amount of $15,042.62. 
For the remainder of its taxable vear ended December 31, 
1929 its income was included in the supporting and supple¬ 
mentary schedule of the consolidated income tax return of 
Beneficial Industrial Loan Corporation for the calendar 
vear ended December 31, 1929 filed with the Collector of 
Internal Revenue for the District of Delaware, whose of- 
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I 

fice is located at Wilmington, Delaware. The (amount re¬ 
ported in said supporting and supplementary schedule was 
$23,609.92. " | 

Your petitioner had a net income for the taxable year 
ended December 31, 1929 of $38,652.54, and yofir petition¬ 
er’s net income was in excess of $25,000 for Die taxable 
vear ended December 51, 1929. 

III. The controversy before the United States Board of 
Tax Appeals so far as here pertinent concerned the pro¬ 
priety of the failure and refusal by the Commjissioner of 
Internal Revenue to deduct Three Thousahd Dollars 

I 

($3,000) specific credit after determination of petitioner’s 
net income in computing Federal income tax dub upon the 
return filed for the taxable year ended December 31, 1929 
by your petitioner as required by Section 47(a) of the 
Revenue Act of 1928 and more fully provided for 
25 in detail in Article 371 of Regulations 7^. 

On appeal to the Board of Tax Appeals, spud Board 
affirmed the action of the Commissioner in refusing to make 
such deduction. ! 

IV. Your petitioner further shows that it is aggrieved by 
the action of said Board and injured thereby and (the errors 
complained of are as follows: 

1. Said Board erred in finding that the returp of your 

petitioner was not filed for the entire taxable y£ar ended 
December 31, 1929. j 

2. Said Board erred in ignoring the fundamental concept 

of annual accounting periods and provisions made for frac¬ 
tions thereof under Section 47(a) and corresponding 
Article 371 of Regulations 74. j 

3. Said Board erred in finding the accounting period of 
the petitioner's return was not for the entire taxable year 
ended December 31, 1929. 

4. Said Board erred in failing to adopt the conception 

of annual accounting periods as administered by Jhe U. S. 
Supreme Court. | 

5. Said Board erred in its fundamental concept! of what 
constitutes a consolidated return. It treated a consolidated 


return as consisting of a number of separate returns rather 
than as one return with supporting and supplementary 
schedules. I 

i 

6. Said Board erred in treating the consolidated ijeturn as 
a group of separate returns rather than as onb return 
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after the manner and practice of the Administrative Agency 
of the Government and all other persons charged with the 
administration of the prior Revenue Acts at the time that 
the Revenue Act of 1928 was enacted into law. 

7. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as one return 
as set forth by the official reports of Congcss. 

8. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as one return 
after tlie manner* and practice provided for throughout 

Regulations 73 and Regulations 78, which are the 
26 Executive expression after the entire subject of 
consolidated returns had been reviewed by experts 
of both the Treasury Department and appropriate com¬ 


mittees of Congress. 

9. Said Board erred in failing to construe all doubts 
against the Statute and in favor of the taxpayer. 

Wherefore, your petitioner prays that this Court may 
review the decision of the United States Board of Tax 
Appeals in this cause directing said Board to find that your 
petitioner is entitled to $3,000 as its specific credit for the 
taxable year ended Decemer 31, 1929 as a deduction in 
computing tax after determination of net income in accord¬ 
ance with the mandate of the Revenue Act of 1928 and de¬ 
tailed formula and directions contained in Article 371 of 
Regulations 74, and that this Court may find and grant such 
other and further relief as may appear proper in the 


premises. 


JACKSON R. COLLINS, 

At to nicy for Petitioner. 


2 Lafavette Street, New York, New York. 

State of New York, 

County of New York, ss: 

Jackson R. Collins, being duly sworn, says: 

I am attorney for the petitioner in this proceeding. 

I prepared the foregoing petition and am familiar with 
the contents thereof. The allegations of fact contained 
therein are true to the best of my knowledge, information 
and belief. 
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This petition is not filed for purposes of dehjiy and I be¬ 
lieve that petitioner is justly entitled to the relief sought. 

I • 

l 

Sworn and subscribed to before me this j — day of 
January, 1933. 

[Seal James F. Humes, Notary Public, Nassau 

Countv.] 

JAMES F. HU^jlES, 

Notary Public. 

Notarv Public, Nassau Countv. 

Certificate filed in X. Y. Co. Cl’k-No. 721 Reg. Xo. 

3H541. | 

Commission expires Mar. 30, 1933. j 

27 [Stamp:] United States Board of Ta^ Appeals. 

Filed Jan. 18, 1933. j 

Docket No. G0961. j 

i 

l 

Beneficial Loan Society of Trenton (New Jersey Cor¬ 
poration), Petitioner, 


Commissioner of Internal Revenue, Respondent. 

I 

To: C. M. ('barest, Esq., j 

General Counsel, Bureau of Internal Reveniie, 
Attorney for Respondent: 

You are hereby notified that a Petition for jReview in 
the above entitled cause was filed with the Unijed States 
Board of Tax Appeals on the 18th day of Janujary, 1933, 
directed to the Court of Appeals of the District of Co¬ 
lumbia. | 

A copv of said Petition is served upon vou herewith. 

JACKSON R. COLLINS, 

Attorney for Petitioner. 

2 Lafayette Street, New York, New York. 

Service accepted this 18th dav of Januarv, 1933. 

(S.) C.*M. CHAREST, 

7 7 j 

General Counsel , Bureau of Internal Revenue, 

Attorney for Respondent. 

(Here follow photolithographed pages 28, 29 apd 30.) 
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31 IT :AR :C-3. JFW. 

i December 26, 1929. 

Collector of Internal Revenue, 

Custom House, 

New York, New York. 


Reference: RSF:601-C. 

In re Beneficial Loan Society of Trenton, 28 West State 
Street, Trenton, New Jersey. 


Receipt is acknowledged of your letter of December 4, 
1929, enclosing an application from the above-mentioned 
company requesting permission to change its accounting 
period and taxable year from January 31 to December 31. 
Permission is herebv granted the Beneficial Loan Societv 


\ 


of Trenton to change its accounting period and taxable 
year from a fiscal year ending January 31 to a calendar 
vear ending December 31. In order to effect the change 

•r O V--’ 

as granted, a return will be required for the period from 
February 1, 1929 to December 31, 1929, on or before March 
15, 1930. Attached to this return should be a statement 
from the taxpayer to the effect that its books of account 
have been adjusted to conform to the calendar year ending 
December 31. Subsequent returns must be filed on the 
basis of the calendar year ending December 31 being ren¬ 
dered on or before March 15 of each year. The al kHtlimi-oL 
jllft-taspayer should be called to the fact that in determining 
Jhe Max on the return for the period from February 1, 1929 
to December 31, 1929, the net income must be placed on an 
annual basis and the tax computed in accordance with 
fecTion 47(c) of the Revenue Act of 1928. 

The enclosed copy of this communication should be 
forwarded to the taxpayer with instructions to attach it, 
or a copy thereof, to the return for the period from Febru¬ 
ary 1, 1929 to December 31, 1929, as authority for the 
change herein granted. 

Bv direction of the Commissioner. 

(Signed) DAVID BURNET, 

Deputy Commissioner . 


Enclosure: Copy of letter. 
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32 U. S. Board of Tax Appeals. Filed May 25, 1933. 

I 

In the Court of Appeals of the District of Columbia. 

i 

I 

B. T. A. Docket No. 60961. I 

i 

I 

Beneficial Loan Society of Trenton, Petitioner, 

i 

v - i 

i 

Commissioner of Internal Revenue, Respondent. 

! 

Prcrcipe for Record. 

i 

To the Clerk of the United States Board of Ta^ Appeals: 

You will please prepare, transmit and deliver to the 
Clerk of the Court of Appeals of the District of jColumbia, 
copies duly certified as correct of the following documents 
and records in the above-entitled cause in connection with 
the petition for review by the said Court of Appeals of the 
District of Columbia, heretofore filed bv the Petitioner: 

1. Docket entries of the proceedings before thq Board. 

2. Pleadings before the Board, ! 

(a) Petition, including annexed copy of deficiency 

letter. I 

(b) Answer. j 

3. Findings of fact, opinion and decision of t^ie Board. 

4. Petition for review, together with proof of ^ervice of 

notice of filing petition for review and of service pf a copy 
of petition for review. | 

5. Copy of pages 1 of return on Form 1120, pa^e 5 being 

computation of tax, page 7 balance sheets, and p&ge 8 let¬ 
ter of Commissioner granting change in accounting period, 
of Respondent’s Exhibit G. | 

6. This praecipe. ! 

(S.) JACKSON R. COLLINS, 

Counsel for Petitioner. 

i 

! 

Service of a copy of the within praecipe is hereby ad¬ 
mitted this 18th dav of March, 1933. 

(Signed) ' C. M. CHARESjr, 

Attorney for Respondent. 

3—5957a I 
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33 United States Board of Tax Appeals, Washington. 

Docket Xo. 60961. 


Beneficial Loan Society of Trenton, Petitioner, 

v. 

Commissioner of Internal Revenue. Respondent. 

Certificate. 

I, B. D. Gamble, clerk of the l . S. Board of Tax Appeals, 
do hereby certify that the foregoing paixes, 1 to 32, in¬ 
clusive, contain land are a true copy of the transcript of 
record, papers, and proceedings on tile and of record in my 
office as called for by the Pravipe in the appeal as above 
numbered and entitled. 

In testimonv whereof, I hereunto set mv hand and affix 
• 7 • 

the seal of the United States Board of Tax Appeals, at 
Washington, in the District of Columbia, this (5th dav of 
May, 1933. 

[Seal U. S. Board of Tax Appeals.] 

I B. I). GAMBLE, 

Clerk , United States Board of Tax Appeals. 


Endorsed on cover: Board of Tax Appeals. Xo. 5957. 
Beneficial Loan Society of Trenton, appellant, vs. David 
Burnet. Commissioner of Internal Revenue. Court of Ap¬ 


peals, District of Columbia. Filed May 12, 1933. Henry 


W. Hod ires. Clerk. 


(3414) 
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No. 5958 

! 

American Loan Company of Akron, Appellant, 

i 

vs. I 

i 

David Burnet, Commissioner of Internal {Revenue. 


Docket No. 48238. 


American Loan Company of Akron, Petitioner, 

i 

v 
v • 

i 

Commissioner of Internal Revenue, Respondent. 
Appearances: 

For Taxpayer: Jackson R. Collins, Esq. 

For Comnrr: W\ R. Lansford, Esq. 


Docket Entries. 


1930. 


Apr. 12. Petition received and tiled. Taxpayer notified. 
Fee paid. 

“ 14. Copy of petition served on General Counsel. 

Mav 10. Answer filed bv General Counsel. 

“ 16. Copy of answer served on taxpayer. General Cal¬ 
endar. ! 

1932. ! 

Feb. 18. Hearing set March 29, 1932. { 

Mar. 17. Motion to consolidate with dockets 49^73, 47749, 
60961 and 61021 filed bv taxpaver.j 3 18/32 
granted. 

“ 24. Motion to change date of hearing to Marj'li 28,1932 

filed by General Counsel. 3/26/32 granted. 

“ 28. Hearing had before Mr. Black, Div. 15—{-called on 

merits—submitted—briefs due in 60 davs— 
amendment to petition to be filed in 10 days. 
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1932. 
Apr. 6. 


i i 


9. 


“ 1G. 

Mav 9. 

V 

Aug. 3. 
Sep. 1. 
“ 1. 
Oct. 25. 


i i 


26. 


Jan. 1G. 
“ 18. 


“ 18. 
Mar. 25. 

o 


Motion to amend petition, embodying amendment, 
filed by taxpayer. 4/7/32 granted. 

Copy of motion and amendment served on Gen¬ 
eral Counsel. 

Answer to amendment to petition tiled. 

Order granting extension of time to September 1, 
1932 for filing briefs entered. 

Transcript of hearing 3 28/32 tiled. 

Brief tiled by taxpayer. 

Brief filed by General Counsel. 

Findings of fact and opinion rendered, Mr. Black, 
Div. 15. 

Decision will be entered for Commissioner in all 
dockets. 

Decision entered, Mr. Black, Div. 15. 

Stipulation of venue tiled. 

Petition for review to Court of Appeals of the 
District of Columbia, with assignments of error 
tiled by taxpayer. 

Proof of service filed. 

Pravipe with proof of service thereon filed. 


U. S. Board of Tax Appeals. Filed April 12, 1930. 

United States Board of Tax Appeals. 

Docket Xo. 48238. 

American Loan Company of Akron, Ohio, Petitioner, 

vs. 

Commissioner of Internal Revenue, Respondent. 

Petition. 

The above named Petitioner hereby petitions for a rede¬ 
termination of the deficiency set forth by the Commissioner 
of Internal Revenue in his notice of deficiency IT:AR:C-5, 
FRS-GOl), dated April 2, 1930, and as a basis of its proceed¬ 
ing alleges as follows: 

1. The Petitioner is the American Loan Company of 
Akron, Ohio, a corporation organized under the laws of the 
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State of Delaware, on or about April 11,1923, \Vith its prin¬ 
cipal office located at Wilmington, Delaware. j 

2. The notice of deficiency (a copy of which is attached 
and marked Exhibit “A”) was mailed to the petitioner on 
April 2, 1930. 

3. The taxes in controversy are income taxes for the pe¬ 

riod from May 31, 1927 to January 31, 1928, and are for 
$86.09. | 

4. The Petitioner protests the change of its personal 

exemption from $2,000 for that part of its fiscal year that 
was in the calendar year 1927, and from $3,000 f|or that por¬ 
tion of this fiscal year that was in the calendar year 1928, 
for the reason that its income during its fiscal |year ended 
January 31, 1928 was less than $25,000. j 

5. The Petitioner believes that the Revenue gent erred 
in computing the credit for the proportion of a year in ac¬ 
cordance with the number of months out of consolidation to 
the number of months in the calendar year for the reason 
that the corporation had duly filed an information return 
on Form 1122 showing that its income for the period from 
February 1, 1927 to May 31, 1927 had been included in the 
consolidated return of its parent, the Beneficia|l Loan So¬ 
ciety, a Delaware corporation, for its fiscal year ended Jan¬ 
uary 31, 1928, and for the remaining eight (8)1 months of 
its fiscal year had filed its own return because] under the 
Revenue Act of 1926 and the Revenue Act of lt|28 and the 
Regulations promulgated thereunder it was noj longer al¬ 
lowed the privilege of including its income!in the con- 

3 solidated return of the said Beneficial Lc^an Society 
because of change in stock ownership t(\ less than 
95% as held by its parent, Beneficial Loan Societiy. 

6. This is the first income tax return ever filjed by this 

corporation, all other returns filed by it having been in¬ 
formation returns on Form 1122. j 

7. There has been no change in accounting period. 

8. The net income of the Petitioner for the period from 
Februarv 1, to Mav 31, 1927 was $3,559.36 and the net 
income for tlie period from June 1, to January 31, 1928 was 
$6,247.48, both of which figures have been verified by Reve¬ 
nue Agents in examining the returns and books bf the Pe¬ 
titioner. 

9. This is the only income tax return filed byj the Peti¬ 
tioner for the fiscal year ended January 31, 1928 land under 
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the respective sections of the Revenue Act of 1926 (Sec¬ 
tion 236) and Revenue Act of 1928 it is entitled to a credit 
of $2,000 and $3,000, and at the rate of $2,000 per annum for 
eleven (11) months and at the rate of $3,000 per annum for 
one (1) month. 

Wherefore your Petitioner prays that the Board may 
hear this proceeding and find that the return, as filed, shows 
no deficiency in tax. 

JACKSON R. COLLINS, 

Attorney for Petitioner. 

Jackson R. Collins, Esq., 2 Lafavette Street, New York, 
N. Y. 

16.59. 


4 Jurat. 

I, Clarence Hodson, being duly sworn depose and say 
that: 

1. I am Vice-President of the American Loan Company 
of Akron, Ohio. 

2. As such, I am authorized to execute the above petition. 

3. I have read the above petition, and that, to the best 
of my knowledge and belief, it is true and correct. 

AMERICAN LOAN COMPANY OF AKRON, 
OHIO, 

Bv CLARENCE HODSON, 

Vice-Presides t. 


Subscribed and sworn to before me this 9th day of April, 
1930. 

[Seal of Ellen W. Coughlin, Notary Public, New York 

Countv.] 

ELLEN W. COUGHLIN, 

Notary Public. 

Notary Public, New York County. 

N. Y. County Clerk No. 208. 

N. Y. Countv Reg. 2C96. 

Comm, expires Mar. 30, 1932. 
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Exhibit “A”. j 

Treasury Department, Washington. 


April 2, 1930. 

! 

American Loan Company of Akron, Ohio, | 
c o Beneficial Operating Bureau, 

2 Lafayette Street, 

New York, New York. 

Sirs : 

i 

i 

In accordance with section 272 of the Revenue Act of 
1928, you are advised that the determination of your tax 
liability for the years May 31, 1927 to January 31, 1928 
discloses a deficiency of $86.09, as shown in th|e statement 
attached. 

The section of the law above mentioned allpws you to 
petition the United States Board of Tax Appeals within 
sixty days (not counting Sunday as the sixtieth} day) from 
the date of the mailing of this letter for a rede(ermination 
of vour tax liabilitv. } 

However, if you do not desire to petition, you are re¬ 
quested to execute the inclosed Form 866 and forward both 
original and duplicate to the Commissioner of Internal Rev¬ 
enue, Washington, I). C., for the attention of | IT :C:F-7. 
The signing of this agreement form will expedite the clos¬ 
ing of your return by permitting an early assessment of 
any deficiencies and preventing the accumulationjol interest 
charges, since the interest period terminates tjiirty days 
after tiling the agreement form, or on the date assessment 
is made, whichever is earlier; whereas if no agreement is 
tiled, interest will accumulate to the date of assessment of 
the deficiencies. I 

Respect fullv, j 

ROBT. M. LUCAS, 

Commissioner, 

By DAVID BUR NUT, 

Deputy Commissioner. 

Inclosures: Statement, Form 866, Form 882. 
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6 Statement . 

IT :AR :C-5. FRS-60D. 

In re American Loan Company of Akron, Ohio, c/o Bene¬ 
ficial Operating Bureau, 2 Lafayette Street, New York. 
New Y 7 ork. 

Tax Liabilitv. 


Corrected tax Tax previously 
Year. liability. assessed. 

Period from May 31, 

1927, to January 31, 

1928 * $644.19 $558.10 


I >efirienoy. 


$86.09 


The report submitted by tlie internal revenue agent in 
charge, 431 Customs House, New York, Xow York, cover¬ 
ing an examination of your books and records for the period 
Mav 31, 1927 to January 31, 1928, has been reviewed and 
the findings set forth herein are approved. 

Your protest against the agent’s adjustment of exemp¬ 
tion cannot be conceded since the bureau holds that where 
a return is filed for a fractional part of a year, the specific 
credits shall be reduced to amounts which bear the same 
ratio to the full credits as the number of months for which 
the return is made bears to twelve months. 

The result of the determination is as follows: 


Net income as shown on vour return 
Less Credit (8/12 of $2,000.00) 


$6,247.48 


Balance 


$4,914.15 


Income tax at 13M>% (1927 rate) $663.41 

Net income . $6,247.48 

Less Credit (8/12 of $3,000.00). 2,000.00 


Balance 


$4,247.48 


American Loan Company of Akron, Ohio Statement. 
Income tax at 12% (1928 rate). $509.70 











DAVID BURNET, COM MR. OF INTERNAL REVENUE. 


{ 


Vs of $663.41 .|. . . . $580.48 

Vs of $509.70.I . . . 63.71 


Total tax assessable 
Original tax assessed 
Less: Previously allowed 


$644.19 


Ml 

15.31 


Deficiency in tax 


— 558.10 

$86.09 

Due to the fact that the statutory period bf limitations 
will presently bar any assessment of additional tax against 
you for the period ended January 31, 1929|, the bureau 
will be unable to afford you an opportunity ujider the pro¬ 
visions of Treasury Decision 3867 to discuts vour case 

* * . i # ♦' 

before mailing formal notice of its determination as pro¬ 
vided by section 272 of the Revenue Act of 1928. It is, 
therefore, necessary at this time in order to protect the 
interests of the government to issue this fon|nal notice of 
deficiency. 

8 [Stamp:] United States Board of Tax Appeals. 

Filed May 10, 1930. j 

I 

United States Board of Tax Appeals. 

Docket No. 48238. 

I 

American Loan Co. of Akron, Ohio, Petitioner, 

■ 

vs. 

Commissioner of Internal Revenue, Respondent. 

An sivcr. 

The Commissioner of Internal Revenue, bv liis attorney, 
C. M. (’barest, General Counsel, Bureau of Internal Reve¬ 
nue, for answer to the petition herein, admitsj and denies 
as follows: 

1. Admits the allegations of paragraph 1. 

2. Admits the allegations of paragraph 2. 

3. Admits the allegations of paragraph 3. 

4. Denies that the Commissioner erred as| alleged in 
paragraph 4. 

5. Denies each and every allegation of fact ((ontained in 
paragraph 5 of the petition which is inconsistent with or 
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contrary to the determination of the Commissioner as set 
•» 

forth in the notice of deficiency. 

Denies generally and specifically each and every allega¬ 
tion contained in the taxpayer’s petition not hereinbefore 
admitted, qualified or denied. 

Wherefore it is prayed that the taxpayer’s appeal herein 
be denied. 

(Signed) C. M. CHAREST, 

General Counsel , 
Bureau of Internal Revenue. 

Of Counsel: 

RALPH S. SCOTT, 

EDWIN M. XIESS, 

Special Attorneys , 

Bureau of Internal Revenue. 

9 United States Board of Tax Appeals, Washington. 

Docket No. 4S23S. 

American Loan Company of Akron, Ohio, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Decision. 


Pursuant to the determination of the Board, as set forth 
in its report promulgated October 2b, 1932, it is 

Ordered and decided that there is a deficiency of $80.09 
for the period May 31, 1927 to January 31, 1028. 

Enter. 

[Seal U. S. Board of Tax Appeals.] 

(Signed) EUGENE BLACK, 

Member . 

Entered Oct. 26, 1932. 
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10 [Stamp:] United States Board of Tax Appeals. 

Filed Jan. 18, 1933. 

i 

i 

In the United States Board of Tax Appjeals. 

i 

i 

The Court of Appeals of the District of Columbia. 

Docket No. 48238. i 

l 

i 

American Loan Company of Akron, Ohio (Delaware Cor¬ 
poration), Petitioner, 


Commissioner of Internal Revenue, Respondent. 

i 

Petition for Review. 

I 

To the Honorable the Judges of the Court of Appeals of 
the District of Columbia: I 

i 

I. This is a proceeding for review by the Cojirt of Ap¬ 

peals of the District of Columbia of a decision of the United 
States Board of Tax Appeals entered on the 2(j)th day of 
October, 1932, and based upon an opinion issujed on Oc¬ 
tober 25, 1932 in the cases with Docket Nos. 482)18; 47749; 
49273; 61021; and 60961, and which decision redjetermined 
a deficiency in income taxes for the fiscal year ejnded Jan¬ 
uary 31, 1928 against your petitioner in the amount of 
$86.09. ' * | 

II. Your petitioner is a Delaware corporation organized 
under the laws of the State of Delaware, having [ts princi¬ 
pal office at 1400 Market Street, Wilmington, Delakvarc, and 

I . • * I 

was duly qualified in the State of Ohio prior to jFebruarv 
1, 1929, and for the periods hereinafter mentioned, with its 
principal place of business at 39 Fast Market Street, Akron, 
Ohio. j 

For the fiscal year ended January 31, 1928 yjour peti¬ 
tioner made its income tax return to the Collector of In¬ 
ternal Revenue for the 18th District of Ohio, whbse office 
is located in the Citv of Cleveland, State of Ohio, j 

For the first four (4) months of the fiscal year 

II ended January 31, 1928 and/or for the period from 
February 1, 1927 through May 31, 1927 thjp income 

of your petitioner was included in the supporting ^nd sup¬ 
plementary schedule in the consolidated return of the Bene- 
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ficial Loan Society, which return was filed for the fiscal vcar 
ended January 31,1928 with the Collector of Internal Reve¬ 
nue for the District of Delaware, whose office is located in 
the Citv of Wilmington, State of Delaware. 

Your petitioner reported this fact as required by the 
Revenue Act of 1926 and the Regulations issued by the 
Treasury Department in connection therewith on Informa¬ 
tion Return Form 1122 as prepared and issued by the Treas¬ 
ury Department. 

Your petitioner had a net income for its established fiscal 
year ended January 31, 1928 of $9,806.84, and your peti¬ 
tioner reported in its return income of $6,247.48, and there 
was reported in the supporting and supplementary sched¬ 
ules in the consolidated income tax return of Beneficial 
Loan Society, for the fiscal year ended January 31, 1928, 
the remaining part of your petitioner's income of $3,650.36. 
The net income of your petitioner was less than $25,000 for 

tlie fiscal year ended January 31, 1928. 

» % 

III. The controversy before the United States Board of 
Tax Appeals so far as here pertinent concerned the pro¬ 
priety of the failure and refusal by the Commissioner of 
Internal Revenue to deduct specific credit of $2,000 for that 
part of the fiscal year ended January 31, 1928 that fell in 
the calendar year 1927 as provided in Section 236(b) of the 
Revenue Act of 1926 and $3,000 for that part of the fiscal 
year ended January 31, 1928 that fell within the calendar 
year 1928 as required by Section 26(b) of the Revenue Act 
of 1928, in conformity with the rule laid down in Section 
105 of the Revenue Act of 1928, which provides a rule 
where the taxable year embraces years with different laws. 

On appeal to the Board of Tax Appeals, said Board 
affirmed the action of the Commission in refusing to make 
such deduction. 

12 IV. Your petitioner further shows that it is ag¬ 

grieved by the action of said Board and injured 
thereby and the errors complained of are as follows: 

1. Said Board erred in finding that the return of the peti¬ 
tioner was not filed for the entire fiscal year ended January 
31,1928. 

2. Said Board erred in ignoring the fundamental concept 
of annual accounting periods. 
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I 

3. Said Board erred in finding that the accounting period 
of petitioner’s return was not for the entir^ fiscal year 
ended January 31, 1928. 

4. Said Board erred in failing to adopt thp conception 
of annual accounting periods as administered [by the U. S. 
Supreme Court. 

5. Said Board erred in its fundamental concept of what 
constitutes a consolidated return. It treated a consolidated 
return as consisting of a number of separate returns rather 
than as one return with supporting and supplementary 
schedules. 

6. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as! one return 
after the manner and practice of the Administrative Agency 
of the Government and all other persons chare) 
administration of the prior Revenue Acts at tl 
the Revenue Act of 1926 was enacted into law. j 

7. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as j one return 
as set forth by the official reports of Congress, j 

S. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as|one return 
after the manner and practice provided for (throughout 
Regulations 75 and Regulations 78, which are the Executive 
expression after the entire subject of consolidated returns 
had been reviewed by experts of both the Treasury Depart¬ 
ment and appropriate committees of Congress. | 

9. Said Board erred in failing to construe all 
13 doubts against the Statute and in favor j>f the tax¬ 
payer. 

10. Said Board erred in failing to apply Sectjion 105 of 
the Revenue Act of 1928 and its corresponding Article 551 
of Regulations 74. 

Wherefore your petitioner prays that this Coujrt may re¬ 
view the decision of the United States Board of Tax Ap¬ 
peals in this cause directing said Board to find [that your 
petitioner is entitled to full specific credit in accordance 
with Section 105 of the Revenue Act of 1928 for) the fiscal 
year ended January 31, 1928 as a deduction in Computing 
tax after determination of net income in accordance with 
the mandates of the Revenue Acts of 1926 and 1928, and 


i 
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that this Court may find and grant such other and further 
relief as may appear proper in the premises. 

JACKSON R. COLLINS, 

Attorney for Petitioner. 

2 Lafayette Street, New York, New York. 

State of New York, 

Comity of New York, ss: 

Jackson R. Collins, being duly sworn, says: 

I am attorney for the petitioner in this proceeding. 

I prepared the foregoing petition and am familiar with 
the contents thereof. The allegations of fact contained 
therein are true to the best of mv knowledge, information 
and belief. 

This petition is not filed for purposes of delay and I 
believe that petitioner is justly entitled to the relief sought. 


Sworn and subscribed to lief ore me this 13 day of Jan¬ 
uary, 1933. 

[Seal of J. J. Fallon, Notary Public, Westchester 

(’ount v, X. Y. | 

S J. J. FALLON, 

Notary Public. 

Notary Public, Westchester County. 

Cert, filed in N. Y. Co. No. f)2S, Reg. No. 4F463. 
Commission expires March 30, 1934. 

14 [Stamp:] United States Board of Tax Appeals. 

Filed Jan. IS, 1933. 

, Docket No. 4S23S. 


American Loan Company of Akron, Ohio 
(Delaware Corporation), Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

To C. M. Charest, Esq., 

General Counsel, 

Bureau of Internal Revenue, 

Attorney for Respondent: 

You are hereby notified that a Petition for Review in the 
above entitled cause was filed with the United States Board 





So. 5958 

American Loan Company of Akron, 

Appellant, 

vs. 


David Burnet, Commissioner of Internal 
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CORPORATION INCOME TAX RETURN! - 


No. 5958 

American Loan Company of Akron, 

Appellant, 

vs. 


David Burnet, Commissioner of Internal 
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of Tax Appeals on the 18th day of January, 1933| directed 
to the Court of Appeals of the District of Columbia. 

A copy of said Petition is served upon you herewith. 

JACKSON R. COLLINS, 

Attorney for Petitioner. 

2 Lafayette Street, New York, New York. j 
Service accepted this 18th day of January, 1933.; 

(S.) C. M. CHAREST, 

General Counsel , Bureau of Internal Revenue, 

Attorney for Respondent. 

i 

(Here follow photolithographed pages 15 and 16.) 

17 American Loan Company of Akron. 

Statement as to Affiliations with Other Corporations. 

95% or more of the outstanding capital stock off the tax¬ 
payer was owned by American Loan Company, Wilming¬ 
ton, Delaware, from February 1, 1927, to May 31, 1927, and 
the income of the taxpayer for that period has accordingly 
been included with American Loan Company in;the con¬ 
solidated Federal income tax return of Beneficial Loan 
Societv, Wilmington, for the vear ended January ;31, 1928. 

95% or more of the outstanding capital stock o^ the tax¬ 
payer was not owned by another corporation during the 
period from June 1, 1927, to January 31, 1928, !and this 
separate return is accordingly being filed for the year 
ended January 31, 1928. 

(Here follows photolithographed page 18.) 

19 U. S. Board of Tax Appeals. Filed March 25, 1933. 

In the Court of Appeals of the District of Columbia. 

Docket No. 4-8238. 

j 

American Loan Company of Akron, Ohio, Petitioner, 


Commissioner of Internal Revenue, Respondent. 

Prcedpe for Record. 


To the Clerk of the United States Board of Tax Appeals: 

i 

You will please prepare, transmit and deliver! to the 
Clerk of the Court of Appeals of the District of Columbia, 
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copies duly certified as correct of the following documents 
and records in the above-entitled cause in connection with 
the petition for review by the said Court of Appeals of the 
District of Columbia, heretofore filed by the Petitioner: 

1. Docket entries of the proceedings before the Board. 

2. Pleadings before the Board, 

(a) Petition, including annexed copy of deficiency let¬ 

ter. 

(b) Answer. 

3. It is stipulated that the Court may consider the appro¬ 
priate portion of the consolidated findings of fact, opinion, 
and decision as a part of this record bv reference. 

4. Petition for review, together with proof of service of 
notice of filing petition for review and of service of a copy 
of petition for review. 

f>. Copy of pages 1 of return on Form 1120, page fi 
balance sheets, and page 7, statement of affiliations with 
other corporations, of Respondent's Fxhibit B, and of page 
1 of return on Form 1120 of Respondent's Fxhibit C. 

(>. This praecipe. 

(Signed) JACKSOX R. COLLIXS, 

Counsel for Petitioner. 

Service, of a copy of the within praecipe is hereby ad¬ 
mitted this 18th dav of March, 1933. 

(Signed) * C. M. OH A REST, 

Attorney for Respondent . 
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United States Board of Tax Appeals, Washington. 


Docket No. 48238. 


American Loan Company of Akron, Petitioner, 


v. 

Commissioner of Internal Revenue, Respondent. 

Certificate. 

I, B. D. Gamble, clerk of the U. S. Board of Tax Appeals, 
do herein* certifv that the foregoing pages, 1 to 19, inclu- 
sive, contain and are a true copy of the transcript of 
record, papers, and proceedings on file and of record in my 
office as called for by the Praecipe in the appeal as above 
numbered and entitled. 
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i 

In testimony whereof, I hereunto set my haqd and affix 
the seal of the United States Board of Tax (Appeals, at 
Washington, in the District of Columbia, this 16th dav of 
May, 1933. | 

[Seal U. S. Board of Tax Appeals.] j 

B. D. GAMBLE, 

Clerk United States Board of Tax^ Appeals. 

i 

Endorsed on cover: Board of Tax Appeals.] Xo. 5958. 
American Loan Company of Akron, appellant,j vs. David 
Burnet, Commissioner of Internal Revenue. Cqurt of Ap¬ 
peals, District of Columbia. Filed May 12, 1933. Henry 
W. Hodges, Clerk. 
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Court of Appeals of the District of Columbia 


No. 5959. 

j 

American Loan Company of Camden, Appellant, 

vs. j 

i 

David Burnet, Commissioner of Internal Rbvenue. 

7 i 


1 Docket No. 49273. 

American Loan Company of Camden, Petitioner, 

v. 

i 

Commissioner of Internal Revenue, Respondent. 

Appearances: I 

For Taxpayer: Jackson R. Collins, Esq. 

For Comrn’r: \V. R. Lunsford, Esq. 

I 

i 

Docket Entries. 

1930. | 

Jun. 16. Petition received and filed. Taxpayer notified. 
(Fee paid.) j 

44 17. Copy of petition served on General Counsel. 

Au" 14. Answer filed by General Counsel. i 

44 27. Copy of answer served on taxpayer, ^ssigned to 

General Calendar. 

1932. | 

Mar. 17. Motion to set for hearing 3/29/32 fil^d by tax- 
paver. To be consolidated with 48^38, 47749, 
60961 and 61021. Granted 3/18/32. j 

44 18. Hearing set 3/29/32. j 

44 24. Motion to advance hearing to 3/28/3j2 filed by 

General Counsel. 3/26/32 granted. | 

l 
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1 932. 
Mar. 28. 

Apr. 6. 


Hearing had before Mr. Black, Div. 15 on merits— 
submitted—amendment to petition to be filed 
in 10 days. Briefs due in 60 days. 

Motion to amend petition embodying amendment 
filed by taxpayer. 

Motion to amend petition granted. 4/6/32 copy 
served. 


“ 16. Answer to amendment to petition bled by General 

Counsel. 

May 9. Order that both parties be granted up to and in¬ 
cluding Sept. 1, 1932 for filing briefs entered. 

Aug. 3. Transcript of hearing of March 28, 1932 filed. 

Sep. 1. Brief filed by taxpayer. 

“ 1. Brief filed bv General Counsel. 

Oct. 25. Findings of fact and opinion rendered, Eugene 
Black, Div. 15. Decision will be entered for the 
respondent in all dockets. 

“ 26. Decision entered, Eugene Black, Div. 15. 

1933. 

Jan. 16. Stipulation of venue filed. 

44 18. Petition for review by Court of Appeals of the 

District of Columbia with assignments of error 
filed by taxpayer. 

“ 18. Proof of service filed. 

Mar. 25. Praecipe filed—proof of service thereon. 


U. S. Board of Tax Appeals. Filed June 16, 1930. 


United States Board of Tax Appeals. 
Docket Xo. 49273. 


American Loan Company of Camden, Petitioner, 


vs. 

Commissioner i of Internal Revenue, Respondent. 

Petition . 

The above named Petitioner hereby petitions for a re¬ 
determination of the deficiency set forth by the Commis¬ 
sioner of Internal Revenue in his notice of deficiency 
IT :AR :D LSG-60D, dated April 23, 1930, and as a basis 
of its proceeding alleges as follows: 
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1. The Petitioner is the American Loan Company of 
Camden, a corporation organized under the laws of the 
State of Delaware, on February 3, 1927, with jits principal 
office located at Wilmington, Delaware. 


2. The notice of deficiency (a copy of which is attached 

and marked Exhibit “A”) was mailed to the petitioner on 
April 23, 1930. j 

3. The taxes in controversy are income t^xes for the 

period of June 1, 1927 to January 31, 1928, jand are for 
$84.67. ! 

4. The Petitioner protests the change of fts personal 
exemption from $2,000 for that part of its fiscal year that 
was in the calendar year 1927, and from $3,Q00 for that 
portion of its fiscal year that was in the calendar year 
1928, for the reason that its income during its fiscal year 
ended January 31, 1928 was less than $25,000. | 

5. The Petitioner believes that the Revenue Agent erred 
in computing the credit for the proportion of a year in 
accordance with the number of months out of consolida¬ 
tion to the number of months in the calendar >|ear for the 
reason that the corporation had duly filed an Information 
return on Form 1122 showing that its income for the period 
from February 3, 1927 to May 31, 1927 had been included 
in the consolidated return of its parent, the! Beneficial 
Loan Society, a Delaware corporation, for its fiscal year 


ended January 31, 1928, and for the remaining eight (8) 
months of its fiscal year had filed its own rethrn because 
under the Revenue Act of 1926 and the Revenue Act of 
1928 and the Regulations promulgated thereunjder it was 
no longer allowed the privilege of including itsj income in 
the consolidated return of the said Beneficial Lpan Society 
because of change in stock ownership to less thkn 95% as 
held by its parent, Beneficial Loan Societjv. 

3 6. This is the first income tax return eyer filed by 

this corporation, all other returns filed by it having 
been information returns on Form 1122. 

7. There has been no change in accounting period. 

8. The net income of the Petitioner for the period from 

Februarv 3, 1927 to May 31, 1927 was $1,735.36 and the 

* * * ' ' 

net income for the period from June 1, 1927 to January 
31, 1928 was $8,470.85, both of which figures have been 
verified by Revenue Agents in examining the returns and 
books of the Petitioner. 
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9. This is the only income tax return filed by the Peti¬ 
tioner for the fiscal vear ended January 31, 192S and 
under the respective sections of the Revenue Act of 1926 
(Section 236) and Revenue Act of 1928 it is entitled to a 
credit of $2,000 and $3,000, and at the rate of $2,000 per 
annum for eleven (11) months and at the rate of $3,000 
per annum for one (1) month. 

10. The Petitioner denies it filed a consent which will 
expire December 31, 1930, except as extended by Provision 
277 of the Revenue Act of 1928. The Petitioner did sign a 
waiver which will expire on December 31, 1930 for any 
assessment that might be made against it for the fiscal 
year 1928 (January 31, 1928), while it was a member of 
a consolidated group of companies of which the Beneficial 
Loan Society, a Delaware corporation, is the parent. The 
waiver signed by i the taxpayer had written at the top 
thereof the following: “Parent Company: Beneficial Loan 
Society, Wilmington, Delaware.” The Petitioner has no 
parent company within the meaning of the Revenue Act 
of 1928 for the period for which this additional assess¬ 
ment is made. Furthermore, the question was distinctly 
raised when the Auditor requested same and he stated it 
was his belief that the waiver applied only to the period 
in consolidation with the parent company, and the tax¬ 
payer relied upon such statement, stating it did so at its 
peril. 

11. The Petitioner received a letter from the Revenue 
Agent in Charge at the Custom House in New York City, 
under date of April 12, 1929, which is attached as Exhibit 
“B” which showed an overassessment of $9.04, and at 
the request of the Revenue Agent in Charge the Petitioner 
executed Form 866 and mailed same to the Revenue Agent 
in Charge addressed as follows: 

! “April 16, 1929. 

Re Form 866—Revised Jan., 1929. 

Mr. R, T. Miles, 

Internal Revenue Agent in Charge, 

Room 431, Custom House, 

New York, N. Y. 

Dear Sik:” 

4 which has not been acknowledged to the Petitioner, 
according to its records. 
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i 

12. The Petitioner is unable to state whether the Com¬ 
missioner has signed said Form 866 or not. 

Wherefore your Petitioner prays that the] Board may 
hear this proceeding and find that the retujrn, as filed, 
shows no deficiency in tax. 

JACKSON R. COLLINS, 

Attorney for Petitioner. 

i 

Jackson R. Collins, Esq., 2 Lafavette Street^ New York, 
N. Y. ‘ ] 

16.59. I 

1 

l 

5 Jurat. 

i 

| 

I, Clarence Hodson, II, being duly sworn depose and say 
that: | 

1. I am Vice-President of the American Loa|n Company 
of Camden. 

2. As such, I am authorized to execute the abcjve petition. 

3. I have read the above petition, and that, j to the best 
of mv knowledge and belief, it is true and correct. 

AMERICAN LOAN COMPANY OF 
CAMDEN, ] 

By CLARENCE HODSON, j 

Vice-President. 

j 

Subscribed and sworn to before me this 11 djjiy of June, 
1930. j 

fSeal of Harold F. Murphy, Notary Public, Queens 

Countv.] 

- 1 i 

| 

HAROLD F. MURPHY, 

Notary Public. 

Notary Public, Queens County. j 

Queens Co. CPk No. 1307, Reg. No. 1677. j 

Certificate filed in N. Y. Co. CPk No. 144,i Reg. No. 
2M119. j 

Commission expires March 30, 1932. 


2—5959a 
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Exhibit “A”. 


Treasury Department, Washington. 


Office of Commissioner of Internal Revenue. 


April 23, 1930. 

American Loan Company of Camden, 

541 Market Street, 

Camden, Xew Jersev. 

Sirs : 

In accordance with Section 272 of the Revenue Act of 

1928, you are advised that the determination of your tax 

liability for the period ended January 31, 1928, discloses 

a deficiency of $84.(57, as shown in the statement attached. 

The section of the law above mentioned allows vou to 

•» 

petition the United States Board of Tax Appeals within 

sixtv davs (not counting Sundav as the sixtieth dav) from 

the date of the mailing of this letter for a redetermination 

of vour tax liabilitv. 

• * 

However, if you do not desire to petition, you are re¬ 
quested to execute the inclosed Form 8(5(5 and forward both 
original and duplicate to the Commissioner of Internal 
Revenue, Washington, D. (., for the attention of IT:C:P-7. 
The signing of this agreement form will expedite the clos¬ 
ing of your return by permitting an early assessment of 
any deficiencies and preventing the accumulation of in¬ 
terest charges, since the interest period terminates thirty 
davs after filing the agreement form, or on the date assess- 
ment is made, whichever is earlier; whereas if no agree- 
ment is tiled, interest will accumulate to the date of assess¬ 
ment of the deficiencie 




Respect full v, 

ROBT. H. LUCAS, 

Com missionin', 

j By DAVID BURNET, 

Deputy C o mm ins inner. 

Inclosures: Statement, Form 866, Form 882, Schedule 1. 
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i 

I 

7 Statement. j 

i 

IT: AR :D. LSG-60D. ! 


7 


Returns Examined. 

i 

In re American Loan Company of Camden. 

i 

Company. Period. j Form. 

American Loan Company of 

Camden .June 1, 1927, to ! 

January 31, 19^8 1120 

» 7 I 


Period. 

January 31, 1928 


Tax Liability. 

Cored tax 
liability. 

$940.14 


Previously 

assessed. 

$855.47 


Deficiency. 

$84.67 


Computation of tax liability shown above is!set forth in 
the attached schedule. 

The (jnestion of the allowance of the specify exemption 
has been referred to the representative of the General 
Counsel and the Bureau holds that the exemption should 
be prorated on the basis of the proration of which the num¬ 
ber of months in the period bears to twelve months. 

A consent which will expire December 31, 19.^0 except as 
extended by the provisions of Section 277 of the Revenue 
Act of 1928, is on tile for the fiscal year 1928.j 


8 American Loan Company of Camden, Eight Months’ 

Period Ended January 31, 1922. j 

j 

i 

Schedule 1. j 

i 

Computation of Tax. 


Income Tax. 


Net income taxable vear.I 

Less: Exemption 8/12.j 

i 

i 


$8,470.85 

1,333.33 


Balance taxable at 13VL> per cent 
Income tax at 1927 rates. 


$7,137.52 

963.57 
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Xet income taxable year . $8,470.85 

Less: Exemption 8/12. 2,000.00 

Balance taxable at 12 per cent . $6,470.85 

Income tax at 192S rates. 776.50 


That proportion of tax at 1927 rates which the 
number of months in 1927 is of the number of 


months in the period 7/8 . $843.08 

That proportion of tax at 1928 rates which the 
number of months in 1928 is of the number of 
months in the period of 1/8 97.06 


Total tax 

Previously assessed on original return 
Less amount abated 

Additional to be assessed 



9 Exhibit ‘*B’\ 

Treasury Department, Internal Revenue Service. 

Office of Internal Revenue Agent in Charge, Room 431, 

Custom House, X. V. 


In re American Loan Co. of Camden, 2 Lafayette Street, 

Xew York, X. Y. 

Date of Report: March 18, 1929. Years covered: 
Period 2/3/27 to 1/31/28. 

Gentlemen : 

O v e r a s s e s sm e n t —$ 9.04. 

There is attached a statement of adjustments which this 
office proposes to recommend, affecting your income tax 
liability, and a form of agreement as to final determination 
of tax liability. If the adjustments suggested are satis¬ 
factory and vou desire an immediate review and tinal de- 
* % 

termination, the agreement* Form 866, should be signed bv 
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you and forwarded to this office. Interest fs payable on 
deficiencies found due as set forth on the attached Form 

882 . j 

If you do not a "Tee with the conclusions sejt forth in the 
inclosed statement it is desired that every opportunity be 
afforded you to present to this office any objections or addi¬ 
tional information. You are accordingly granted thirty 
days from date of this letter within which voii may, if you 
so desire, protest the.proposed adjustments. ! The protest 
and anv additional statement of facts must be!submitted to 
this office, executed in triplicate under oathl and should 
contain the following information: j 

(a) The name and address of the taxpayer! (in the case 
of an individual the residence, and in the c*4se of a cor¬ 
poration the principal office or place of business); (b) in 
the case of a corporation the name of the State of incorpo¬ 
ration: (c) the designation by date and symbol of the letter 
advising of the proposed deficiency with resppet to which 
the protest is made; (d) the designation of (the year or 
years involved and a statement of the amoujit. of tax in 
dispute for each year; (e) an itemized schedule of the 
findings to which the taxpayer takes exception j; (f) a sum¬ 
mary statement of the grounds upon which tjie taxpayer 
relies in connection with each exception; (g) [in case the 
taxpaver desires a hearing, a statement to that! effect; and 

b % * I 

(h) in case the protest is prepared or filed by |an attorney 

or agent it shall have thereon a statement signed by such 

attorney or agent showing whether or not he [prepared it 

and whether or not the attorney or agent knows of his own 

.* 

knowledge that tin* facts therein are true. 

If a protest is filed it will lie given careful consideration 
in this office before the recommendations are forwarded to 
Washington for action. In the event that you jlo not pro¬ 
test within the thirty-day period, the case will be! forwarded 
immediately thereafter to the Bureau at Washington for 
review. 

In the event the recommendations are not approved upon 
review in Washington, you will be notified and| given op¬ 
portunity to discuss the changes with this office; or should 
you fail to protest to this office, any protest which you may 
subsequently file with Washington will be referred to this 
office for consideration. 1 
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10 If a deficiency is indicated no remittance should 
be made until vou receive notice of assessment from 

the Collector of Internal Revenue for your district. 

Please acknowledge receipt by return mail. 

Respectfully, 

R. T. MILES, 

Internal Revenue Agent in Charge, 
By C. M. SHEPPARD, 
i Internal Revenue Agt. 

Inclosures: Statement of adjustments, Forms 866 and 

8S2. 

SB. 

11 American Loan Co. of Camden. 

# 1 . 

Prelhyiinary Statement. 

Index: Pages covered: 1 to —; Schedules: 1. 

Summary. 


Period ended. 

1/31/28 


Overnssessment. 

$9 04 


The cause of overassessment was error in computation of 
tax. 

Business: Small Loans. 

The corporation was organized 2/3 27 under laws of the 
State of Delaware. 

The Taxpayer was controlled by the American Loan Com¬ 
pany of Delaware. 

For the period 2/3/27 to 3/31/27 all of the stock was held 
by the parent corporation and consolidated return was filed. 

Tax was computed on the basis of 11 /12ths being subject 
to 1927 rates and 1/12 subject to 1928 rates. 

As the income as determined was for a period of 8 mos. 
tax has been adjusted on the basis of Vs and Vs at the re¬ 
spective years’ rates. 
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American Loan Co. of Camden.i 


Schedule 1. I 

Computation of Tax , Period l/31/i8. 

I 

Xet income for taxable period. 8,470.85 

Less: Credit. 2,000.00 

””——— 

Balance subject to tax at 1927 rates. .!.... 6,470.85 


Income tax 13 1 /i% 


8^3.56 


Total tax 


873.56 


Xet income for taxable period.j. . . 8,470.85 

Less: Credit. |... 3,000.00 

I 

i - 

Balance subject to tax at 1928 rates . J... 5,470.85 


Income tax 12% 


656.50 


Total tax .! 656.50 


Tax at 1927 rates 873.56 for % yr 
“ “ 1928 “ 656.50 kt Vs “ 


764.37 

82.06 


Total tax assessable j 

Previously assessed . 873l56 

Less: ('ollector's claim 11/1/28 18[09 


846.43 


855.47 


Overassesment 


$9.04 
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13 [Stamp:] United States Board of Tax Appeals. 

Filed Aug. 14, 1930. 

United States Board of Tax Appeals. 

Docket :£49273. 

American Loan Company of Camden, Petitioner, 

vs. 

Commissioner of Internal Revenue, Respondent. 

Answer . 


The Commissioner of Internal Revenue, by his attorney, 
C. M. Charest, General Counsel, Bureau of Internal Rev¬ 
enue, for answer to the petition of this petitioner, admits 
and denies as follows: 


1. Admits the allegations of paragraph 1 of the petition. 
2'. Admits the allegations of paragraph 2 of the petition. 

3. Admits the allegations of paragraph 3 of the petition. 

4. Denies the allegations of error contained in para¬ 
graph 4 of the petition. 


f>, 0, 7, S, 9, 10 11 & 12. Denies the 
contained in paragraphs 5, 0, 7, 8, 9, 
petition. 


allegations of fact 
10 11 & 12 of the 


13. Denies generally and specifically each and every alle¬ 
gation contained in the petitioner’s petition not herein¬ 
before admitted, qualified or denied. 

Wherefore it is prayed that the appeal of the petitioner 


be denied. 

(Signed) 


C. M. CHAREST, 
General Counsel, 
Bureau of Internal Revenue. 


Of Counsel: 

JOHN D. KILEY, 

Speeial Attorney , 

Bureau of Internal Revenue. 

sdc. £-12-30. 
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14 [Stamp:] United States Board of 'tax Appeals. 
Filed Apr. 6, 1932. I 

United States Board of Tax Appeajls. 


Docket Nos. 47749, 48238, 49273, 61021, '60961. 

i 

Personal Finance Company of Lebanon, American Loan 
Company of Akron, Ohio, American Loan Company of 
Camden, Beneficial Loan Society of Providence, Bene¬ 
ficial Loan Society of Trenton, Petitioners, | 

I 

V. 

I 

Commissioner of Internal Revenue, Respondent. 
Motion to Amend Petition. 


Comes now the petitioner by and through its attorney, 
Jackson R. Collins, and moves the Board to amlend its peti¬ 
tion in the case of American Loan Company of Camden v. 
Commissioner of Internal Revenue, Docket No. ^9273. 

The application to amend was orally made at the hear¬ 
ing held on Monday, March 28, 1932, and thereupon leave 
was granted to amend and plead the statute of |limitations, 
provided the motion for amendment was filed 1 , within ten 
(10) days. ! 

The Petitioner moves to amend by adding paragraph 12, 
as follows: 

The Petitioner believes the Commissioner ejrred in the 
additional assessment proposed by letter datefl April 23, 
1930, for the further reason that any assessment made on 
that date or thereafter would be contrary to tljic Revenue 
Act of 1928, because such assessment would be fuade more 
than two (2) years after the completed return was filed, 

namelv, more than (2) years after April 13, 192j8. 

i 

(S.) JACKSON R. COLLINS, 

Attorney for Petitioner. 

Jackson R. Collins, 2 Lafayette Street, New jYork, New 

York. * I 

! 

Granted Apr. 7, 1932. ! 

(S.) EUGENE BLAjCK, 

Member U. S. Board of Tax Appeals. 
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15 [Stamp:] Received Apr. 16, 1932. U. S. Board of 
Tax Appeals. 

[Stamp:] United States Board of Tax Appeals. Filed 
Apr. 16, 1932. 

United States Board of Tax Appeals. 

Docket Xos. 47749, 48238, 49273, 61021, 60961. 


Personal Finance Company of Lebanon, American Loan 
Company of Akron, Ohio, American Loan Company of 
Camden, Beneficial Loan Society of Providence, Bene¬ 
ficial Loan Society of Trenton, Petitioners, 


v. 

Commissioner of Internal Revenue, Respondent. 
Answer to Amend went to Petition. 


The Commissioner of Internal Revenue bv his Attornev 

• * 

C. M. Charest, General Counsel, Bureau of Internal Rev¬ 
enue, for answer to amendment to the pet it ion filed by the 
above-named petitioners, denies the material averments of 
fact contained in the proposed additional paragraph 12, 
embodied in petitioners' Motion to Amend Petition filed 
with the Board April 6, 1932. 

(Signed) C. M. CIIARKST, 

General Counsel , 
Bureau of Internal Revenue. 

Of Counsel: 

WILLIS R. LANS FORD, 

Special Attorney. 

Bureau of Infernal Revenue. 

wrl/tls 4-15-32. 

16 United States Board of Tax Appeals, Washington. 

Docket Xo. 49273. 

American Loan Company of Camden, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Decision. 

Pursuant to the determination of the Board, as set forth 
in its report promulgated October 25, 1932, it is 


15 


DAVID BURNET, COMMR. OF INTERNAL REVENUE. 

7 i 

| 

Ordered and decided that there is a deficiency of $84.67 
for the period June 1,1927 to January 31, 192$. 

I 

Enter. 

TSeal U. S. Board of Tax Appeals.] j 

(Signed) EUGENE BiLACK, 

| Member. 

Entered Oct. 26, 1932. j 

17 [Stamp:] United States Board of Tax Appeals. 
Filed Jan. 18, 1933. | 

In the United States Board of Tax Appeals. 

i 

The Court of Appeals of the District of Columbia. 

Docket No. 49273. | 

i 

American Loan Company of Camden (Delaware Corpo¬ 
ration), Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Petition for Review. 

' I 

j 

To the Honorable the Judges of the Court of| Appeals of 
the District of Columbia: 


I. This is a proceeding for review by the Cpurt of Ap¬ 
peals of tlie District of Columbia of a decision of the 
United States Board of Tax Appeals entered |on the 26th 
day of October, 1932, and based upon an opinion issued on 
October 25, 1932, in the cases with Docket Nos. 49273,47749, 
4S23S, 61021, and 60961, and which decision redetermined a 
deficiency in income taxes for the fiscal vear ended Janu- 

• *■ i 

ary 31, 192S, against your petitioner in the ] amount of 


• ------ i 

IT. Your petitioner is a Delaware corporation organized 
under the laws of the State of Delaware on Ifebruary 3, 
1927, having its principal office at 1400 Maijket Street, 
Wilmington, Delaware, and was duly qualified in the State 
of New Jersey prior to January 1, 1930, and for |the periods 
hereinafter mentioned, with its principal place jof business 
at 541 Market Street, Camden, N. J. 


i 
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For the fiscal year ended January 31, 1928, your peti¬ 
tioner made its income tax return to the Collector of In¬ 
ternal Revenue for the 1st District of New Jersey, whose 
office is located in the City of Camden, State of New Jersey. 

For the first four (4) months of the fiscal year 
18 ended January 31, 1928 and/or for the period from 
February 3, 1927, the date of petitioner’s incorpo¬ 
ration, through May 31, 1927, the income of your petitioner 
was included in the supporting and supplementary schedule 
of the consolidated income tax return of Beneficial Loan 
Society, which return was filed for the fiscal year ended 
January 31, 1928, with the Collector of Internal Revenue 
for the District of Delaware, whose office is located in the 
City of Wilmington, State of Delaware. 

Your petitioner reported this fact as required by the 
Revenue Act of 1926 and tlie Regulations issued by the 
Treasury Department in connection therewith on Informa¬ 
tion Return Form 1122 as prepared and issued by the 
Treasury Department. 

Your petitioner had a net income for its established fiscal 


year ended January 31, 1928, of $10.20(5.21, and your peti¬ 
tioner reported in its return income of $8,470.85, and there 
was reported in the supporting and supplementary sched¬ 
ules in the consolidated income tax return of Beneficial 
Loan Society, for the fiscal year ended January 31, 1928, 
the remaining part of your petitioner's income of $1,735.3(5. 
The net income of your petitioner was less than $25,000 for 

the fiscal year ended January 31, 1928. The fiscal vear 
• * • 

ended January 31. 1928, was the first annual accounting 
period of your petitioner. 

TIL The controversy before the United States Board of 
Tax Appeals so far as here pertinent concerned the pro¬ 
priety of the failure and refusal by the Commissioner of 
Internal Revenue to deduct specific credit of $2,000 for that 
part of the fiscal year ended January 31, 1928, that fell in 
the calendar year 1927 as provided in Section 23(5 (b) of 
the Revenue Act of 192(5. and $3,000 for that part of the 
fiscal year ended January 31, 1928, that fell within the 
calendar year 1928 as required by Section 26 (b) of the 
Revenue Act of 1928, in conformity with the rule laid down 
in Section 105 of the Revenue Act of 1928, which provides 
a rule where the taxable year embraces years with different 
laws. 
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On appeal to the Board of Tax Appeals,j said Board 
affirmed the action of the Commissioner in refusing to make 
such deduction. ! 

i 

1!) IV. Your petitioner further shows tljiat it is ag¬ 

grieved by tlie action of said Board and injured 
thereby and the errors complained of are as follows: 

1. Said Board erred in finding that the returii of the peti¬ 

tioner was filed for the entire fiscal year ended January 
31, 1928. ‘ | 

2. Said Board erred in ignoring the fundamental concept 

of annual accounting periods. | 

3. Said Board erred in finding that the accounting period 

of petitioner’s return was not for the entire! fiscal year 
ended January 31, 1928. | 


4. Said Board erred in failing to adopt the' conception 

of annual accounting periods as administered bjy the U. S. 
Supreme Court. j 

5. Said Board erred in its fundamental concept of what 

constitutes a consolidated return. It treated a consolidated 
return as consisting of a number of separate returns rather 
than as one return with supporting and supplementary 
schedules. i 

d. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as pne return 
after the manner and practice of the Admlinistrative 
Agency of the Government and all other persons charged 
with tiie administration of the prior Revenue 4°ts the 
time that the Revenue Act of 192(1 was enacted iijito law. 

i 

7. Said Board erred in treating the consolidated return 

i 

as a group of separate returns rather than as onp return as 
set forth by the official reports of Congress. 

8. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as cjne return 
after the manner and practice provided for throughout 
Regulations 75 and Regulations 78, which are the Executive 
expression after the entire subject of consolidated returns 
had been reviewed by experts of both the Treasurjy Depart¬ 
ment and appropriate committees of Congress. 

20 9. Said Board erred in failing to corjstrue all 

doubts against the Statute and in favor of the tax¬ 
payer. 
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10. Said Board erred in failing to apply Section 105 of 
the Revenue Act of 1928 and its corresponding Article 551 
of Regulations 74. 

11. Said Board erred in failing to observe that this was 
the first accounting period of your petitioner, and in con¬ 
formity with the principle of law enunciated in Bankers’ 
Trust Companv et al. vs. Bowers, 295 Fed. 89 (Dec. 10, 
192.7), C. C. A.* and referenced T. I). 3547 C. B. 111-1, 241, 
the said company was entitled to the full specific credit. 

Wherefore your petitioner prays that this Court may 
review the decision of the United States Board of Tax 
Appeals in this cause directing said Board to find that your 
petitioner is entitled to full specific credit in accordance 
with Section 105 of the Revenue Act of 1928 for tin* fiscal 
year ended January 31, 1928, as a deduction in computing 
tax after determination of net income in accordance with 
the mandates of the Revenue Acts of 1926 and 1928, and 
that this Court mav find and grant such other and further 
relief as mav appear proper in the premises. 

JACKSON R. COLLINS, 

Attorney for Petitioner. 

2 Lafayette Street, New York, New York. 


State of New York, 

County of New York , ss: 

Jackson R. Collins being dulv sworn savs: 

I am attorney for the petitioner in this proceeding. 

I prepared the foregoing petition and am familiar with 
the contents thereof. The allegations of fact contained 
therein are true to the best of mv knowledge, information 
and belief. 

This petition is not filed for purposes of delay and I 
believe that petitioner is justly entitled to the relief sought. 


Sworn and subscribed to before me this 13 dav of Janu- 


arv. 



[Seal of James F. Humes, Notary Public, Nassau 

County. 1 

JAMES F. HUMES, 
i Notary Public. 

Notary Public, Nassau County. 

N. Y. Co. CPk No. 723. Reg. No. 3H541. 

Commission expires Mar. 30, 1933. 





ii»j«onvntif>11 of Officers (fromsi. like 



An amended return mull be marked ''Amended" at top of return Check* and draft* will b« avrepted only If payable 
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l 

21 [Stamp:] United States Board of T^x Appeals. 

Filed Jan. 18, 1933. 1 

1 i 

l 

Docket No. 49273. j 

I 

i 

American Loan Company of Camden (Delaware Corpora¬ 
tion), Petitioner, ! 

| 

v. 

I 

i 

i 

Commissioner of Internal Revenue, Respondent. 

l 

To C. M. Charest, Ksq., j 

General (Ymnsel, j 

Bureau of Internal Revenue, 

Attorney for Respondent: 

i 

You are hereby notified that a Petition for Review in the 
above entitled cause was filed with the United States Board 
of Tax Appeals on the 18th day of January, 193;j>, directed 
to the Court of Appeals of the District of Columjbia. 

A copv of said Petition is served upon you herewith. 

JACKSON R. COLLIKS, 

Attorney for Petitioner. 

I 

i 

2 Lafavette Street, New York, New York. i 

* 7 ' 


Service accepted this 18th dav of January, 1933. 

(S.) C. M. CHAREST, j 

General Counsel, Bureau of Internal Revenue, 

Attorney for Respondent. 

\ 

i 

(Here follow photolithographed pages 22 andj23.) 


24 American Loan Company of Camden. 

I 

Statement as to Affiliations With Other Corporations. 

95% or more of the outstanding capital stock of j the tax¬ 
payer was owned by American Loan Company, Wilming¬ 
ton, Delaware, from February 3, 1927, to May 31, 1927, 
and the income of the taxpayer for that period has] accord¬ 
ingly been included with American Loan Company in the 
consolidated Federal income tax return of Beneficial Loan 
Society, Wilmington, for the year ended January 31, 1928. 
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95% or more of the outstanding capital stock of the tax¬ 
payer was not owned by another corporation during the 
period from June 1, 19-7, to January 31, 1928, and this 
separate return is accordingly being filed for the year ended 
January 31. 


-o. 


(Here follows photolithographed page 25.) 

26 U. 8. Board of Tax Appeals. Filed March 25, 1933. 

In the Court of Appeals of the District of Columbia. 

B. T. A. Docket Xo. 49273. 

American Loan Company of Camden, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Prcccipe for Record. 

To the Clerk of the United States Board of Tax Appeals: 

You will please prepare, transmit and deliver to the Clerk 
of the Court of Appeals of the District of Columbia, copies 
duly certified as correct of the following documents and 
records in the above-entitled cause in connection with the 
petition for review by the said Court of Appeals of the 
District of Columbia, heretofore filed by the Petitioner: 

1. Docket entries of the proceedings before the Board. 

2. Pleadings before the Board, 

(a) Petition, including annexed copy of deficiency letter. 

(b) Answer. 

3. It is stipulated that the Court may consider the ap¬ 
propriate portion of the consolidated findings of fact, opin¬ 
ion and decision as a part of this record by reference. 

4. Petition for review, together with proof of service of 
notice of filing petition for review and of service of a copy 
of petition for review. 

5. Copy of pages 1 of return on Form 1120, page 6 bal¬ 
ance sheets, page 7, statement as to affiliations with other 
corporations, of Respondent’s Exhibit D, and page 1 of re¬ 
turn on Form 1120 on Respondent’s Exhibit E. 

6. This praecipe. 

(Signed) JACKSON R. COLLINS, 

Counsel for Petitioner. 



Uo. 5959 

Americas Loan Company of Camden, 

Appellant, 

T8. 

David Burnet, Commissioner of Internal 
Revenue 
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Service of a copy of the within praecipe is 
mittecl this 18th day of March, 1933. 


hereby ad- 


(Signed) 


C. M. CHAE^ST, 
Attorney for Respondent. 
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United States Board of Tax Appeals, Washington 

Docket No. 49273. 

American Loan Company of Camden, Petitioner, 


Commissioner of Internal Revenue, Respondent. 

| 

Certificate. ! 

i 

i 

I, B. D. Gamble, clerk of the U. S. Board of Tak Appeals, 
do hereby certify that the foregoing pages, 1 to 26, inclu¬ 
sive, contain and are a true copy of the transcript of 
record, papers, and proceedings on tile and of reqord in my 
office as called for by the Praecipe in the appeal as above 
numbered and entitled. 

In testimonv whereof, I hereunto set my hand and affix 
the seal of the United States Board of Tax Ajppeals, at 
Washington, in the District of Columbia, this 6|th dav of 
May, 1933. j 

[Seal U. S. Board of Tax Appeals.] j 

B. D. GAMBLE, 

Clerk United States Board of Tax Appeals. 


Endorsed on cover: Board of Tax Appeals. jNo. 5959. 
American Loan Company of Camden, appellant, vs. David 
Burnet, Commissioner of Internal Revenue. Court of Ap¬ 
peals, District of Columbia. Filed May 12, 1933|. Henry 
W. Hodges, Clerk. 


(3416) 
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Court of Appeals of the District of Columbia 


No. 5960. 

Beneficial Loan Society of Providence, Appellant, 

vs. i 

I 

David Burnet, Commissioner of Internal Revenue. 


1 Docket No. 61021. 

i 

Beneficial Loan Society of Providence, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 


Appearances: 

For Taxpayer: Jackson R. Collins, Esq. 

For Comm’r: W. R. Lansford, Esq. 

I 

Docket Entries. 

1931. I 

Dec. 26. Petition received and filed. Taxpayer notified. 
(Fee paid.) j 

“ 28. Copv of petition served on General Counsel. 

1932. ‘ [ 

Feb. 2. Answer filed by General Counsel. 

“ 10. Copy of answer served on taxpayer, j Assigned 

General Calendar. 

Mar. 17. Motion to consolidate with dockets 482|38, 49273, 
47749 and 60961 for hearing Marelj 29, 1932 
filed by taxpayer. 3/18/32 granted. 

“ 18. Hearing set March 29, 1932. 

“ 24. Motion to advance hearing to March 28,j 1932 filed 

by General Counsel. 3/26/32 granted. 

“ 28. Hearing had before Mr. Black, Div. 15 <j)n merits. 

Amended petition to be filed in 10 days. Briefs 
due in 60 days. Submitted. 




BENEFICIAL LOAN SOCIETY OF PROVIDENCE YS. 


1932. 
Apr. G. 


Mav 9. 

Aug. 3. 
Sep. 1. 
“ 1 . 
Oct. 25. 


“ 26. 
1933. 
Jan. 16. 
“ 18. 


44 18. 
Mar. 25. 


Motion to amend ]>et it ion embodying amendment 
filed by taxpayer. 4 6 32 copy served. 

Motion to amend pet it ion granted. 4 9 32 copy 
served. 

Answer to amendment to petition filed by Gen¬ 
eral (Vmnsel. 

Order that parties be given to and including Sept. 
1, 1932 to file briefs entered. 

Transcript of hearing March 28, 1932 filed. 

Brief filed by taxpayer. 

Brief filed by General Oounsel. 

Findings of fact and opinion rendered, Fugene 
Black, Div. 15. Decision will be entered for 
respondent in all dockets. 

Decision entered, Fugene Black, Div. 15. 

Stipulation as to venue filed. 

Petition for review by Court of Appeals of the 
District of Columbia with assignments of error 
filed by taxpayer. 

Proof of service filed. 

Pnvcipe with proof of service thereon filed. 


V. S. Board of Tax Appeals. Filed Dec. 26, 1931 
Tinted States Board of Tax Appeals. 

Docket Xo. 61021. 

Beneficial Loan Society of Providence, Petitioner, 


Commissioner of Internal Revenue, Respondent. 

Petition. 

The above named Petitioner hereby petitions for a re¬ 
determination of the deficienev set forth bv the Commis- 

• • 

sioner of Internal Revenue in its notice of deficiency 
IT:AR:C-5 LJGW-60P, dated December 21, 1931, and as a 
basis of its proceeding alleges as follows: 

1. The petitioner is Beneficial Loan Society of Provi¬ 
dence, a corporation organized under the laws of the State 
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of Delaware, with its principal office located at!Wilmington, 
Delaware. t 

2. The notice of deficiency (a copy of whicji is attached 

and marked Exhibit “A”) was mailed to the petitioner on 
December 21, 1931. f 

3. The taxes in controversy are income taxeis for the pe¬ 

riod of February 1, 1929, to December 31, 1929|, and are for 
$192.50. ’ i 

4. The petitioner protests the change in its sjpecific credit 
as required by letter dated December 26, 1929, referenced 
IT:AR:C-3 JFW, addressed to the Collector} of Internal 
Revenue, Custom House, New York, N. Y., and further ref¬ 
erenced RSF :601-C, and signed by David Bujmet, Deputy 
Commissioner. Tn that letter the Deputy Commissioner 
made this statement: 

‘‘The attention of the taxpayer should be called to the 
fact that in determining the tax on the return fjn* the period 
from February 1, 1929, to December 31, 1929|, the net in¬ 
come must be placed on an annual basis and ihe tax com¬ 
puted in accordance with Section 47 (c) of the Revenue Act 
of 1928.” 

3 5. The Commissioner recomputed the tax as set 

forth in Exhibit “A” in accordance with Section 47 
(a) of the Revenue Act of 1928 and reduced} the specific 
credit to four twelfths (4/12) of $3,000. 

6. The net income as found by the Commiss 
petitioner’s separate return for the period February 1, 
1929, to May 31, 1929, is $7,050.95, and the nejt income re¬ 
ported in the consolidated return of its parent} for the pe¬ 
riod June 1, 1929, to December 31, 1929, is $9,968.51, the 
total of which is less than $25,000, and also lesps than $25,- 
000 when put upon an annual basis of twelve months. 

7. The petitioner on June 1, 1929, became a 
the affiliated group of Beneficial Industrial Loan Corpora¬ 
tion, and said group filed a consolidated return 

8. The period of February 1, 1929, to Deceml 
is the period described in section 47 (c) Revenue Act of 
1928. Regulations 74, Article 371, describes iij. detail how 
computation of tax shall be made for intervening period at 
time of change in established accounting perioc}. The peti¬ 
tioner has made its computations in accordance with said 


ioner in the 


member of 


)er 31, 1929, 
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Regulations and requirements of the Revenue Act of 192S 
in Section 47 (c) and under Section 43. 

Wherefore your Petitioner prays that the Board may 
hear this proceeding and find that the return, as filed, shows 
no deficienev in tax. 

JACKSON R. COLLINS, 

Counsel for Petitioner. 


Jackson R. Collins, 2 Lafayette Street, New York, N. Y. 

State of New York, 

County of New York , ss: 

Philip Kapinas, being duly sworn, says that he is As¬ 
sistant Treasurer of Beneficial Loan Society of Providence; 
that lie lias read the foregoing petition, and is familiar with 
the statements contained therein, and that the facts stated 
are true, except as to those facts stated to he upon infor¬ 
mation and belief, and those facts he believes to be true. 

PHILIP KAPINAS. 


Subscribed and sworn to before me this 24th dav of He- 
cember, 1931. 

[Seal of Ellen W. Coughlin, Notary Public, New 

York Countv, N. Y.] 

ELLEN W. COUGHLIN, 

Notary Public. 

Notary Public, New York County. N. Y. County Clerk 
No. 208, N. Y. Countv Reg. 2C96. Comm, expires Mar. 30, 
1932. 

4 Exhibit “A”. 


Treasury Department, Washington. 


IT :AR :C-5. LJGW-60D. 


Dec. 21, 1931. 

Beneficial Loan Society of Providence. 

1ST Westminster Street, 

Providence. Rhode Island. 

Sirs: 


You are advised that the determination of your tax li¬ 
ability for the period February 1, 1929, to May 31, 1929, 
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discloses a deficiency of $192.50, as shown in the statement 
attached. 

In accordance with section 272 of the Revenue Act of 
1928, notice is hereby given of the deficiency mentioned. 
Within sixty days (not counting Sunday as the sixtieth 
day) from the date of the mailing of this letjter, you may 
petition the United States Board of Tax Appeals for a re¬ 
determination of vour tax liabilitv. 

However, if you do not desire to petition^ you are re¬ 
quested to execute the enclosed agreement fprm and for¬ 
ward it to the Commissioner of Internal Revenue, Wasli- 


The signing 
vour return 


ington, D. C., for the attention of 1T:C:P-T. 
of this agreement will expedite the closing of 
by permitting an early assessment of any deficiency and 
preventing the accumulation of interest chargbs; since the 
interest period terminates thirtv davs after filing the en- 
closed agreement, or on the date assessment is made, which¬ 
ever is earlier; whereas if no agreement is filed, interest 
will accumulate to the date of assessment of the deficiency. 
Respectfullv, 

DAVID BURjNET, 

Commissioner, 

(Signed) By J. C. WILMER, 

T)epuip Co mpiissioner . 

Enclosures: Statement, Form 882, Form S70j Schedule 1. 
arg-3. 

I 

5 Beneficial Loan Sociotv of Providence, Period Febru¬ 
ary 1, 1929, to May 31, 1929. 

I 

Schedule 1. 

Computation of Tax. 

Income Tax. j 

Net income for taxable year (return).j . $7,050.95 

Less: Credit of $3,000.00 for 4/12 year in accord¬ 
ance with section 47(e) of the Revenfie 
Act of 1928 .1 • 1,000.00 


Balance subject to tax 


$6,050.95 
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Income tax 11 per cent $665.60 

Total previously assessed. 473.10 


Additional tax to be assessed 


$192.50 


6 & 7 Statement. 

IT :AR :C-5. LJGW-60D. 

In re Beneficial Loan Society of Providence, 187 Westmin¬ 
ster Street, Providence, Rhode Island. 


IYrioil. Tax liability. Tax assessed. 

February 1,1929 $665.60 $473.10 

to May 31, 1929 


$192.50 


The computation of tax is shown in attached schedule 1. 

8 [Stamp :1 Received Feb. 2, 1932. U. S. Board of 

Tax Appeals. 

[Stamp:] United States Board of Tax Appeals. Filed 
Feb. 2, 1932. 


United States Board of Tax Appeals. 
Docket Xo. 61021. 


Beneficial Loan Society of Providence, Pet it loner. 


v. 

Commissioner of Internal Revenue. Respondent. 


A nsirer. 


The Commissioner of Internal Revenue bv liis Attornev 

• • 

C. M. Charest, General Counsel, Bureau of Internal Rev¬ 
enue, for answer to the petition tiled by the above-named 
petitioner, admits and denies as follows: 


1 and 2. Admits the allegations contained in paragraphs 
1 and 2 of the petition. 

3. Admits the taxes in controversy are in the amount of 
$192.50. Denies that the period is from February 1, 1929, 
to December 31, 1929, but avers that the taxes are for the 
period February 1, 1929, to May 31, 1929, inclusive. 

4. Denies the materiality* of the averments contained in 
paragraph 4 of the petition. 
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5. Admits the averments contained in paragraph 5 of the 

petition. j 

6. Admits tlie net income as found by the Commissioner 
for the period February 1,1929, to May 31,1929, is $7,050.95; 
for lack of information, denies ‘‘the net income reported in 
the consolidated return of its parent for the period June 1, 
1929, to December 31, 1929, is $9,968.51.” Denies all other 
averments contained in this paragraph. 

7. For lack of information upon which to fjorm a belief, 

denies the averments contained in this paragraph. 

9 8. Denies the averments contained in the first sen¬ 

tence of paragraph 8, admits the averments contained 
in the second sentence, and denies the averments contained 
in the tbird sentence of said paragraph 8. 

Denies each and everv other allegation of fafct not herein- 
before admitted, denied, or qualified. 

Wherefore it is prayed that the Board redetermine the 
amount of the deficiency involved in this proceeding to he 
equal to the amount determined by the Commissioner, plus 
any additional amount which may arise from tjie correction 
of any error or errors that may have been committed by the 
Commissioner. Claim is lierebv asserted for the increased 

* • . • I 

deficiencv, if anv, resulting from such redeteijmination. 

(Signed) * ‘ C. M. CIIAREST, 

General Cdunsel, 
Bureau of Internal Revenue. 

Of Counsel: 

WILLIS R. LANS FORD, j 

Special Attorney , 

Bureau of Internal Revenue. 

wrl tls 2-2-32. 


10 United States Board of Tax Appeals, Washington. 

Docket Xo. 61021. 

Beneficial Loan Company of Providence, petitioner, 

v. j 

Commissioner of Internal Revenue, Respbndent. 

Decision. \ 

I 

Pursuant to the determination of the Board, fis set forth 
in its report promulgated October 25, 1932, it i$ 
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Ordered and decided that there is a deficiency of $192.50 
for the period February 1, 1929 to May 31, 1929. 

Enter. 

[Seal U. S. Board of Tax Appeals.] 

(Signed) EUGENE BLACK, 

Me tuber. 

Entered Oct. 26, 1932. 

11 [Stamp:] United States Board of Tax Appeals. 

Filed Jan. 18, 1933. 

In the United States Board of Tax Appeals. 

The Court of Appeals of the District of Columbia. 

Docket Xo. 61021. 


Beneficial Loan Society of Providence 
(Delaware Corporation), Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 


Petition for Review. 

To the Honorable the Judges of the Court of Appeals of the 
District of Columbia: 


I. This is a proceeding for review by the Court of Ap¬ 
peals of the District of Columbia of a decision of the United 
States Board of Tax Appeals entered on the 26th day of 
October, 1932, and based upon an opinion issued on October 
25, 1932 in the cases with Docket Xos. 61021; 47749: 48238; 
49273; and 60961, and which decision redetermined a defi- 

ciencv in income taxes for the taxable Year ended December 
• % 

31, 1929 against your petitioner in the amount of $192.50. 


II. Your petitioner is a Delaware corporation organized 
under the laws of the State of Delaware, having its prin¬ 
cipal office at 1400 Market Street, Wilmington, Delaware, 
and was duly qualified in the State of Rhode Island prior 
to January 1, 1932, and for the periods hereinafter men¬ 
tioned. with its principal place of business at 1S7 West¬ 
minster Street, Providence, Rhode Island. 

Y”our petitioner had an established fiscal year ended Jan¬ 
uary 31, and filed its income tax return upon said basis 
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! 

from the date of its incorporation through the period ended 
January 31, 1929. Your petitioner applied to the Commis¬ 
sioner of Internal Revenue for a change of estab- 
12 lished accounting period from the fisca' year above 
mentioned to a calendar year, which j change was 
granted by letter dated December 26, 1929^ referenced 
IT :AR :C-3 JFW, addressed to the Collector j of Internal 
Revenue, Custom House, New York, N. Y., and] further ref¬ 
erenced RSF:601-C, and signed by David Buijnet, Deputy 
Commissioner. 

Your petitioner filed its return for the taxable year ended 
December 31, 1929 in accordance with the directions of the 

• i 

above mentioned letter and computed its tax in' conformity 
with Section 47(a) of the Revenue Act of 192|8, and with 
the instructions contained in Article 371 of Regulations 74. 

For the taxable year ended December 31, 1929 your peti¬ 
tioner made its income tax return to the Collector of In¬ 
ternal Revenue for the District of Rhode Island, whose 
office is located in the City of Providence, State of Rhode 
Island. 

For the first four (4) months of the taxable year ended 
December 31, 1929, and/or the period from itebruary 1, 
1929 through May 31, 1929 tlie income was reported in its 
own income tax return for tlie taxable year endetj December 
31, 1929. For the remainder of its taxable vear ended De- 
comber 31, 1929 its income was included in the supporting 
and supplementary schedule of the consolidated income 
tax return of Beneficial Industrial Loan Corporation for 
tlie calendar year ended December 31, 1929 filejd with the 
Collector of Internal Revenue for the District of Delaware, 
whose office is located at 'Wilmington, Delaware. 

Your petitioner reported this fact as required by the Rev¬ 
enue Act of 1928 and the Regulations issued by the Treas¬ 


ury Department in connection therewith on Information 
Return Form 1122 as prepared and issued by thcj Treasury 


Department. j 

Your petitioner had a net income for the taxable year 
ended December 31, 1929 of $17,019.46, and your ipetitioner 
reported in its return income of $7,050.95, and jthere was 
reported in the supporting and supplementary schedule in 
the consolidated tax return of Beneficial jTndustrial 
13 Loan Corporation for the calendar year <jmded De¬ 
cember 31, 1929, the remaining part of j r our peti- 


10 


BENEFICIAL LOAN SOCIETY OF PROVIDENCE VS. 


tioner’s income in the amount of $9,968.51. The net income 
of your petitioner was less than $25,000 for the taxable year 
ended December 31, 1929. The projected net income of 
your petitioner on an annual basis was less than $25,000. 


III. The controversy before the United States Board of 
Tax Appeals so far as here pertinent concerned the pro¬ 
priety of the failure and refusal by the Commissioner of 
Internal Revenue to deduct Three Thousand Dollars, 
($3,000) specific credit after determination of petitioner's 
net income in computing Federal income tax due upon the 

return filed for the taxable vear ended Januarv 31, 1929, 

• • 

by your petitioner as required by Section 47 (a) of the 
Revenue Act of 1928 and more fully provided for in detail 
in Article 371 of Regulations 74. 

On appeal to the Board of Tax Appeals, said Board 
affirmed the action of the Commissioner in refusing to 
make such deduction. 


IV. Your petitioner further shows that it is aggrieved 
by the action of said Board and injured thereby and the 
errors complained of are as follows: 

1. Said Board erred in finding that the return of vour 
petitioner was not filed for the entire taxable year ended 
December 31, 1929. 

2. Said Board erred in ignoring the fundamental concept 
of annual accounting periods and provisions made for frac¬ 
tions thereof under Section 47 (a) and corresponding 
Article 371 of Regulations 74. 

3. Said Board erred in finding the accounting period of 
the petitioner's return was not for the entire taxable year 
ended December 31, 1929. 


4. Said Board erred in failing to adopt the conception of 
annual accounting periods as administered by the V. S. 
Supreme Court. 

5. Said Board erred in its fundamental concept of what 

constitutes a consolidated return. It treated a con- 
14 solidated return as consisting of a number of sepa¬ 
rate returns rather than as one return with support¬ 
ing and supplementary schedules. 

6. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as one return 
after the manner and practice of the Administrative 


11 


DAVID BURNET, COM MR. OF INTERNAL REVENUE. 


Agency of the Government and all other persons charged 
with the administration of the prior Revenue jActs at the 
time that the Revenue Act of 1928 was enacted!into law. 

7. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as oije return as 
set forth by the official reports of Congress. 

8. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as one return 
after the manner and practice provided for [throughout 
Regulations 75 and Regulations 78, which are tln^ Executive 
expression after the entire subject of consolidated returns 
had been reviewed by experts of both the Treasury Depart¬ 
ment and appropriate committees of Congress, j 

9. Said Board erred in failing to construe'all doubts 
against the Statute and in favor of the taxpayer. 

10. Said Board erred in failing to apply tluf rule pro¬ 
vided for in Section 47 (c) of the Revenue Act df 1928. 

Wherefore your petitioner prays that this j'ourt may 
review the decision of the United States Board cj>f Tax Ap¬ 
peals in this cause directing said Board to find!, that your 
petitioner is entitled to $3,000 as its specific credit for the 
taxable year ended December 31, 1929 as applied under the 
formula set forth in Article 371 of Regulations 74, and 
that this Court may find and grant such other at 
relief as may appear proper in the premises. 

JACKSON R. COLLIjNS, 

Attorney for Petitioner. 

2 Lafayette Street, New York, New York. 

15 State of New York, 

County of New York, ss: 

j 

Jackson R. Collins being duly sworn says: 

1 am attorney for the petitioner in this proceeding. 

I prepared the foregoing petition and am fanjiliar with 
the contents thereof. The allegations of fact 'contained 
therein are true to tlie best of my knowledge, information 
and belief. 

This petition is not filed for purposes of delay and I 
believe that petitioner is justly entitled to the relief sought. 


nd further 
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Sworn and subscribed to before me this 13 day of Janu¬ 

ary, 1933. 

[Seal of James F. Humes, Notary Public, Nassau 

Countv.l 

JAMKS F. HUMES, 

Notary Public. 

Notary Public, Nassau County. 

Certificate filed in N. Y. To. Cl'k No. 723, Reg. No. 
3H541. 

Commission expires Mar. 30, 1933. 

* 

16 [Stamp:] United States Board of Tax Appeals. 

Filed Jan. 18, 1933. 

Docket No. 61021. 

Beneficial Loan Society of Providence, (Delaware 

Corporation), Pet it ioner, 

v. 

Commissioner of Internal Revenue, Respondent. 


To C. M. Charest, Esq., 

General Counsel, 

Bureau of Internal Revenue, 

Attorney for Respondent: 

You are hereby notified that a Petition for Review in the 
above entitled cause was filed with the United States Board 
of Tax Appeals on the 18th day of January, 1933, directed 
to the Court of Appeals of the District of Columbia. 

A copv of said Petition is served upon vou herewith. 

I JACKSON R. COLLINS, 

Attorney for Petitioner. 

2 Lafavette Street, New York, New York. 


Service accepted this 18 dav of January, 1933. 

(S.) V. M. CHAREST, 

General Counsel , Bureau of Internal Revenue , 

Attorney for Respondent. 


(Here follow photolithographed pages 17 and 18.) 
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DAVID BURNET, COM MR. OF INTERNAL REVENUE. 

IT :AR :C-3. JFW. 


December 26, 1929. 

Collector of Internal Revenue, 

Custom House, 

New York, New York. | 

l 

Reference: RSF:601-C. j 

In re Beneficial Loan Society of Providence,| 187 West¬ 
minster Street, Providence, Rhode Island. j 

I 

Receipt is acknowledged of your letter of December 4, 
1929, enclosing- an application from the abovej-mentioned 
company requesting permission to change its {accounting 
period and taxable year from January 31 to December 31. 

Permission is hereby granted the Beneficial Loan Society 
of Providence, to change its accounting period and taxable 
vear from a fiscal vear ending Januarv 31 to p calendar 
vear ending December 31. In order to effect thejchange as 
granted, a return will be required for the period from 
February 1, 1929 to December 31, 1929, on or before March 
lo, 1930. Attached to this return should be a statement 
from the taxpayer to the effect that its books qf account 
have been adjusted to conform to the calendar yeiar ending 
December 31. Subsequent returns must be filqd on the 
basis of the calendar year ending December 31 being ren¬ 
dered on or before March 15 of each vear. The! attention 
of the taxpayer should be called to the fact that' in deter¬ 
mining the tax on the return for the period fropa Febru¬ 
ary 1, 1929 to December 31, 1929, the net incomd must be 
placed on an annual basis and the tax computed in accord¬ 
ance with Section 47 (c) of the Revenue Act of lf)28. 

I’he enclosed copy of this communication shoulii be for¬ 
warded to the taxpayer with instructions to attach it, or 
a copy thereof, to the return for the period from February 
1, 1929 to December 31, 1929, as authority for thje change 
herein granted. | 

By direction of the Commissioner. 

(Signed) DAVID BURNEjT, 

Deputy Commissioner. 

Enclosure: Copy of letter. 
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BENEFICIAL LOAN SOCIETY OF PROVIDENCE VS. 


20 U. S. Board of Tax Appeals. March 25, 1933. 

In the Court of Appeals of the District of Columbia. 


B. T. A. Docket No. 01021 


Beneficial Loan Society of Providence, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Prucipe for Record. 


To the Clerk of the Tinted States Board of Tax Appeals: 

You will please prepare, transmit and deliver to the 
Clerk of the Court of Appeals of the District of Columbia, 
copies duly certified as correct of the following documents 
and records in the above-entitled cause in connection with 
the petition for review by the said Court of Appeals of the 
District of Columbia, heretofore tiled by the Petitioner: 

1. Docket entries of the proceedings before the Board. 

2. Pleadings before the Board, 

(a) Petition, including annexed copy of deficiency letter. 

(b) Answer. 

3. It is stipulated that the Court may consider the ap¬ 
propriate portion of the consolidated findings of fact, opin¬ 
ion and decision as a part of this record by reference. 

4. Petition for review, together with proof of service of 
notice of filing petition for review and of service of a copy 
of petition for review. 

5. Copy of pages 1 of return on Form 1120, page (> bal¬ 
ance sheets, and page 7, letter of Commissioner granting 
change in accounting period of Respondent's Kxhibit “F'\ 

(>. This pra'cipe. 

(Signed) JACKSON R. COLLINS, 

Counsel for Petitioner. 

Service of a copy of the within pnecipe is hereby ad¬ 
mitted this 1 Sth day of March, 1933. 

(Signed) C. M. CHAREST, 

Attorney for Respondent. 


DAVID BURNET, COM MR. OF INTERNAL REVENUE. 15 

21 United States Board of Tax Appeals, ^Vashington. 

i 

Docket No. 61021. j 

Beneficial Loan Society of Providence, Petitioner, 

N • i 

Commissioner of Internal Revenue, Respondent. 

I 

Certificate. 

I 

I 

1, B. D. Gamble, clerk of the U. S. Board of Thx Appeals, 
do hereby certify that the foregoing pages, 1 tp 20, inclu¬ 
sive, contain and are a true copy of the transcript of record, 
papers, and proceedings on tile and of record i|n my office 
as called for by the Pnceipe in the appeal as libove num¬ 
bered and entitled. j 

In testimony whereof, I hereunto set my hanji and affix 
the seal of the United States Board of Tax Appeals, at 
Washington, in the District of Columbia, this 6th day of 
May, 1033. I 

I 

[Seal U. S. Board of Tax Appeals.] ] 

B. I). GAMBLE, 

('Jerk United States Board of Tax Appeals. 

I 

1 

Endorsed on cover: Board of Tax Appeals. jXo. 5960. 
Beneficial Loan Society of Providence, appellant,!vs. David 
Burnet, Commissioner of Internal Revenue. Court of Ap¬ 
peals, District of Columbia. Piled May 12, 1933. llenry 
W. Hodges, Clerk. ! 
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Court of Appeals of the District of Columbia 


No. 5961. 

Personal Finance Company of Lebanon, Appellant, 

vs. 

David Burnet, Commissioner of Internal Revenue. 


1 Docket No. 47749. 

Personal Finance Company of Lebanon, Pbtitioner, 

i 

i 

v. 

Commissioner of Internal Revenue, Respondent. 

Appearances : 

For Taxpayer: Jackson R. Collins, Esq. 

For Comm’r: W. R. Lansford, Esq. 

Docket Entries. \ 

1930. ! 

Mar. 4. Petition received and filed. Taxpayer notified. 
(Fee paid.) I 

“ 5. Copy of petition served on General Cdunsel. 

Apr. 10. Answer filed by General Counsel. j 

“ 12. Copy of answer served on taxpayer. General 

Calendar. 

1932. 

Feb. 4. Hearing set April 20, 1932. 

Alar. 17. Motion to set down for hearing 3/29/32 filed by 
taxpaver. 3/18/32 granted. Consolidated with 
49273* 60961, 61021 and 48238. 

“ 24. Motion to advance hearing to 3/28/32 filed by 

General Counsel. 3/26/32 granted.!. 

“ 28. Hearing had before Air. Black on merits'. Sub¬ 

mitted—amendment to petition to be filed in 10 
days—briefs due in 60 days. 


i 
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PERSONAL FINANCE COMPANY OF LEBANON VS. 


1932. 
Apr. 6. 

“ 7. 

44 16. 

44 9. 

May 9. 

Aug. 3. 
Sep. 1. 
44 1 . 
Oct. 25. 

44 26. 

1933. 
Jan. 16. 

44 IS. 

44 18 . 
Mar. 25. 


Motion for leave to amend petition embodying 
amendment filed by taxpayer. 4/6/32 copy 
served on General Counsel. 

Motion granted. 

Answer to amended petition filed by General 
Counsel. 

Copy granted motion and amended petition served 
on General Counsel. 

Order granting extension of time to September 1, 
1932 for filing briefs entered. 

Transcript of hearing of March 28, 1932 filed. 

Brief filed by taxpayer. 

Brief filed bv General Counsel. 

Findings of fact and opinion rendered, Eugene 
Black, Div. 15. Decision will be entered for the 
respondent in all tin* dockets. 

Decision entered, Eugene Black, Div. 15. 

Stipulation of venue filed. 

Petition for review to the Court of Appeals of 
the District of Columbia with assignments of 
error filed by taxpayer. 

Proof of service filed. 

Praecipe filed—proof of service thereon. 


U. S. Board of Tax Appeals. Filed March 4, 1930. 
United States Board of Tax Appeals. 

Docket Xo. 47749. 

Personal Finance Company of Lebanon, Petitioner, 

vs. 

Commissioner of Internal Revenue, Respondent. 

Petit ion. 


The above named Petitioner hereby petitions for a re¬ 
determination of the deficiencv set forth bv the Commis- 
sioner of Internal Revenue in his notice of deficiency 
1T:AR:D 'WFH-60D, dated January 4, 1930, and as a basis 
of its proceeding alleges as follows: 


DAVID BURNET, COM MR. OF INTERNAL REVENUE. 3 

1. The Petitioner is the Personal Financej Company of 
Lebanon, a corporation organized under the laws of the 
State of Delaware, with its principal office located at Wil¬ 
mington, Delaware. 

-• The notice of deficiency (a copy of which is attached 
and marked Exhibit “A”) was mailed to the Petitioner on 
January 4, 1930. 

3. The taxes in controversy are income taxes for the 

period from July 1, 1927 to December 31, l|927, and are 
for $135.01. | 

4. The Petitioner protests the change of itsj personal ex¬ 
emption from $2,000 to $1,000, for the reason that its in¬ 
come during the calendar year 1927 was less than $25,000. 

5. The Petitioner believes that the Revenue!Agent erred 
in computing the said credit for a half year fiasis for the 
reason that this corporation had duly filed bn Informa¬ 
tion Return Form 1122 showing that its income for 

3 the first six (6) months of the calendar year 1927 
was included in the consolidated return of the Col¬ 
lateral Bankers, Inc., and for the last six (Gj) months of 
the year had filed its own return, because uncler the Rev¬ 
enue Act of 1926 and the regulations promulgated there¬ 
under it was no longer allowed the privilege of including 
its income in the consolidated return of the sa}d Collateral 
Bankers, Inc., because of a change in stock ownership to 
less than 9 o c /c as held by its parent, the saill Collateral 
Bankers, Inc. 

G. This is the first income tax return ever tiled by this 
corporation, all other returns filed by it havipig been in¬ 
formation returns upon Form 1122. There has been no 
change in accounting period. 

7. This is the only income tax return filed by this company 
for the calendar year 1927 and under the Revenue Act of 
1926, Section 236, it is entitled to a credit of $2,000. 

Wherefore the Petitioner prays that the Boafd may hear 
this proceeding and find that the return, as filed, shows 
no deficiency in tax. 

JACKSON R. COLLINS, 

Attorney for Petitioner. 

Jackson R. Collins, Esq., 2 Lafayette Street, jNew York, 
N. Y. 


16.59. 
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PERSONAL FINANCE COMPANY OF LEBANON VS. 


4 .Jurat. 

I, Frank W. Kreider, being duly sworn depose and say 
that: 

1. I am President of the Personal Finance Company of 
Lebanon. 

2. As such, I am authorized to execute the above petition. 

3. I have read the above petition, and that, to the best of 
mv knowledge and belief, it is true and correct. 

PERSONAL FINANCE COMPANY OF 
LEBANON, 

By FRANK W. KREIDER, 

President. 

Subscribed and sworn to before me this 14th day of Feb¬ 
ruary, 1930. 

[Seal of Maude P. Maguire, Notarv Public, Lebanon, 

Pa.] 

MAUDE P. MAGUIRE, 

Notary Public. 

Notary Public. 

My commission expires March 17, 1933. 

5 Exhibit “A”. 

Treasury Department, Washington. 

January 4, 1930. 

Personal Finance Company of Lebanon, 

8th and Cumberland Streets, 

Lebanon, Pennsylvania. 

Sirs: 

In accordance with Section 274 of the Revenue Act of 

1926. you are advised that the determination of your tax 

liabilitv for the Period Julv 1 to December 31, 1927 dis- 
• • 

closes a deficiencv of $135.01, as shown in the statement 
attached. 

The section of the law above mentioned allows you to 

petition the United States Board of Tax Appeals within 

sixtv davs (not counting Sundav as the sixtieth dav) from 

the date of the mailing of this letter for a redetermination 

of vour tax liabilitv. 

• * 

However, if vou do not desire to petition, vou are re- 
quested to execute the enclosed Form S66 and forward both 
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DAVID BURNET, COM MR. OF INTERNAL REVENUE. 

I 

original and duplicate to the Commissioner of Internal 
Revenue, Washington, D. C., for the attention of IT:C:P-7. 
The signing of this agreement form will expedite the clos¬ 
ing of your return by permitting an early assessment of 
any deficiencies and preventing the accumulation of in¬ 
terest charges, since the interest period terminates thirty 
days after filing the agreement form, or on tlicj date assess¬ 
ment is made, whichever is earlier; whereas jif no agree¬ 
ment is filed, interest will accumulate to the dilte of assess¬ 
ment of the deficiencies. j 

Respectfully, ROBT. H. LUCAS, 

Commissioner, 
By DAVID BURNET, 

Deputy Commissioner . 

Inclosures: Statement, Form S6G, Form 88:2, Schedules 
1 and 2. j 

6 Statement. 

IT :AR :D. WFH-60D. 


In re Personal Finance Company of Lebanon, Lebanon, 

Pennsylvania. 

Tax Liabilitv. ! 


Y(*ji t*. 


Corrected tax previously 

liability. assessed. 


1 >efieieney. 


Julv 1,1927, to Decem¬ 
ber 31, 1927 $7-4-4.99 $609.38 j $135.01 

The adjustments resulting in the above deficiency are 
fully explained in the attached Schedules 1 andi2 attached. 

A carbon of this letter has been mailed to Mr. Jackson R. 
Collins, in accordance with the authorization contained in 
your power of attorney running to him, which is on file in 
this office. 

7 Personal Finance Company of Lebanon, Period 
July 1, 1927, to December 31, 1927. 

Schedule 1. 


Net Income. 


Net income reported on return.|. $6,513.98 

As corrected .!• 6,513.98 

Adjustment . j None 

! 
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PERSONAL FINANCE COMPANY OF LEBANON VS. 


Schedule. 

Tax Computation. 


Net income. $6,513.98 

Less: Credit .* 1,000.00 

$5,513.98 

Income tax at 13V2. $744.39 

Tax previously assessed, Account —401584 009.3S 

Deficiency . $135.01 


8 [Stamp:] United States Board of Tax Appeals. 

Filed Apr. 10, 1930. 

United States Board of Tax Appeals. 

Docket Xo. 47749. 

Personal Finance Co. of Lebanon, Petitioner, 

vs. 

Commissioner of Internal Revenue, Respondent. 


Answer. 


The Commissioner of Internal Revenue, bv his attornev, 

• * 

C. M. Charest, General Counsel, Bureau of Internal Reve¬ 
nue, for answer to the petition herein, admits and denies as 
follows: 

1. Admits the allegations of paragraph 1. 

2. Admits the allegations of paragraph 2. 

3. Admits the allegations of paragraph 3. 

4. Denies that the Commissioner erred as alleged in 
paragraph 4. 

5. 6, and 7. Denies each and every allegation of fact con¬ 
tained in paragraphs 5, 6, and 7 of the petition which is in¬ 
consistent with or contrary to the determination of the 
Commissioner as set forth in the notice of deficiency. 

Denies generally and specifically each and every allega¬ 
tion contained in the taxpayer's petition not hereinbefore 
admitted, qualified or denied. 
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DAVID BURNET, COM MR. OF INTERNAL REVENUE. 


I 

Wherefore it is prayed that the taxpayer’s appeal herein 
be denied. 

(Signed) C. M. CHAREST, 

General Counsel, 
Bureau of Internal Revenue . 


Of Counsel: 

RALPH S. SCOTT, 

EDWIN M. NIESS, 

Special Attorneys , 

Bureau of Internal Revenue . 


9 United States Board of Tax Appeals, jYasliington. 

Docket No. 47749. j 

Personal Finance Company of Lebanon, Ijetitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Decision. 

Pursuant to the determination of the Board, set forth 
in its report promulgated October -5, 1932, it is 
Ordered and decided that there is a deficiency of $135.01 
for the period July 1 to December 31, 1927. 

Enter. j 

[Seal U. S. Board of Tax Appeals.] | 

(Signed) EUGENE BL 4 OK, 

\ Member. 


Entered Oct. 26, 1932. 
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10 [Stamp:] United States Board of Tax Appeals. 

Filed Jan. 18, 1933. 

In the United States Board of Tax Appeals. 

The Court of Appeals of the District of Columbia. 

Docket Xo. 47749. 


Personal Finance Company of Lebanon (Delaware Cor¬ 
poration), Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Petition for Review. 

To the Honorable the Judges of the Court of Appeals of 
the District of Columbia: 

I. This is a proceeding for review by the Court of Ap¬ 
peals of the District of Columbia of a decision of the United 
States Board of Tax Appeals entered on the 26th day of 
October. 1932, and based upon an opinion issued on Oc¬ 
tober 25, 1932, in the cases with Docket Xos. 47749; 4S23S; 
49273; 01021: 60961, and which decision redetermined a de- 

ficiencv in income taxes for the calendar vear ended De- 
• * 

cember 31, 1927, against your petitioner in the amount of 
$135.01. 

II. Your petitioner is a Delaware corporation organized 
under the laws of the State of Delaware, having its prin¬ 
cipal office at 1400 Market Street, Wilmington, Delaware, 
and is dulv qualified in the State of Ponnsvlvania, with its 
principal place of business at 401 Sander Bldg., S. \Y. Cor¬ 
ner 8th and Cumberland Streets, Lebanon, Pa. 

For the calendar vear ended December 31, 1927, vour 

petitioner made its income tax return to the Collector of 

Internal Revenue for the 1st District of Pennsylvania, 

whose office is located in the City of Philadelphia, State of 

Pennsvlvania. 

* 

11 For the first six (6) months of the calendar year 1927 
and for the period prior to July 1,1927, the income of 
your petitioner was included in the supporting supplement¬ 
ary schedule in the consolidated income tax return of Col- 


DAVID BURNET, COM MR. OF INTERNAL REVENUE. 
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I 

lateral Bankers, Inc., which return was filed fbr the calen¬ 
dar year ended December 31, 1927, with the j Collector of 
Internal Revenue for the 2nd District of New [York, whose 
office is located at the Custom House, City of New York, 
State of New' York. j 

Your petitioner reported this fact as required by the 
Revenue Act of 1926 and the Regulations isfeued by the 
Treasury Department in connection therewith jon Informa¬ 
tion Return Form 1122 as prepared and issued by the 
Treasury Department. 

Your petitioner had a net income for the calendar year 
1927 of $9,873.96, and your petitioner reported in its re¬ 
turn income of $6,513.98, and there w'as reported in the 
supporting and supplementary schedule in the consolidated 
tax return of Collateral Bankers, Inc., for the calendar year 
1927, the remaining part of your petitioner’s iiicome in the 
amount of $3,359.98. The net income of youf petitioner 
was less than $25,000 for the calendar year 1|927. 

III. The controversy before the United States Board of 
Tax Appeals so far as here pertinent concerned the pro¬ 
priety of the failure and refusal by the Commissioner of 
Internal Revenue to deduct Two Thousand Dollars ($2,000) 
specific credit after determination of petitioner’s net in¬ 
come, in computing Federal income tax due upon the re¬ 
turn filed for the calendar year 1927 by your petitioner and 
as required by Section 236(1)) of the Revenue J^ct of 1926. 

On appeal to the Board of Tax Appeals, $aid Board 
affirmed the action of the Commissioner in refusing to make 
such deduction. 

IV. Your petitioner further shows that it is aggrieved by 
the action of said Board and injured thereby bud the er¬ 
rors complained of are as follows: 

1 . Said Board erred in finding that the return of peti¬ 
tioner was not filed for the entire calendar! year 1927. 
12 2. Said Board erred in ignoring the fundamental 

concept of annual accounting periods. j 

3 . Said Board erred in finding the accounting period of 
petitioner’s return was not for the entire calendar year 
1927. 

4 . Said Board erred in failing to adopt the cor 
annual accounting periods as administered by 
Supreme Court. 


ception of 
the U. S. 
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5. Said Board erred in its fundamental concept of what 
constitutes a consolidated return. It treated a consolidated 
return as consisting of a number of separate returns rather 
than as one return with supporting and supplementary 
schedules. 

6. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as one return 
after the manner and practice of the Administrative Agency 
of the Government and all other persons charged with the 
administration of the prior Revenue Acts at the time that 
the Revenue Act of 1926 was enacted into law. 

7. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as one return 
as set forth by the official reports of Congress. 

8. Said Board erred in treating the consolidated return 
as a group of separate returns rather than as one return 
after the manner and practice provided for throughout 
Regulations 75 and Regulations 78, which are the execu¬ 
tive expression after the entire subject of consolidated re¬ 
turns had been reviewed by experts of both the Treasury 
Department and appropriate committees of Congress. 

9. Said Board erred in failing to construe all doubts 
against the Statute and in favor of the taxpayer. 

Wherefore, your petitioner prays that this Court may 
review the decision of the United States Board of Tax Ap¬ 
peals in this cause directing said Board to find that your 
petitioner is entitled to 82,000 as its specific credit for the 
calendar year ended December 61, 1927, as a deduction in 
computing tax after determination of net income in 
16 accordance with the mandate of the Revenue Act of 
1926, and that this Court mav find and grant such 
other and further relief as may appear proper in the prem¬ 


ises. 


JACKSON R. COLLINS, 

Attorney for Petitioner. 


2 Lafavette Street, New York, New York. 


State of New York, 

Count if of New York , ss : 

Jackson R. Collins, being duly sworn, says: 

I am attorney for the petitioner in this proceeding. 


DAVID BURNET, COMMR. OF INTERNAL REVENUE. 
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I prepared the foregoing petition and am fanjiiliar with 
the contents thereof. The allegations of fact! contained 
therein are true to the best of mv knowledge, information 
and belief. 

This petition is not filed for the purposes of ddlay and I 
believe that petitioner is justly entitled to the relief sought. 


Sworn and subscribed to before me this 13 day of Jan¬ 
uary, 1933. | 

[Seal of J. J. Fallon, Notary Public, Westchester 

County, N. Y.‘] 

J. J. FALLEN, 

Notar if Public. 

Notary Public. Westchester County. 

Cert, filed in N. Y. Co. No. 528, Reg. No. 4F463. 
Commission expires March 30, 1934. 

14 [Stamp:] United States Board of Tax j Appeals. 

Filed Jan. 18, 1933. j 

Docket No. 47749. J 

Personal Finance Company of Lebanon (Delaware 

Corporation), Petitioner, 

i 

v. 

Commissioner of Internal Revenue, Respondent. 

To C. M. Charest, Esq., j 

General Counsel, 

Bureau of Internal Revenue, 

Attorney for Respondent: 

You are hereby notified that a Petition for Review in 
the above entitled cause was filed with the United States 
Board of Tax Appeals on the 18th day of January, 1933, 
directed to the Court of Appeals of the District of Co¬ 
lumbia. 

V copy of said Petition is served upon you herdwith. 

JACKSON R. COLLINS, 

Attorney for Petitioner. 

2 Lafayette Street, New York, New York. 
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Service accepted this 18th dav of January, 1933. 

(S.) C* M. CHAREST, 

General Counsel, Bureau of Internal Revenue, 

Attorney for Respondent. 

(Here follow photolithographed pages 15 and 16.) 

17 Personal Finance Company of Lebanon. 

Statement as to Affiliations with Other Corporations. 

95% or more of the outstanding capital stock of the tax¬ 
payer was owned by Collateral Bankers, Inc., Xew York, 
X. Y., from January 1, 1927 to June 30, 1927. and the in¬ 
come of the taxpayer for that period lias accordingly been 
included in the consolidated Federal income tax return of 
Collateral Bankers, Inc., Xew York, for the year ended 
December 31, 1927. 

95% or more of the outstanding capital stock of the tax¬ 
payer was not owned by another corporation during the 
period from July 1, 1927 to December 31, 1927, and this 
separate return is accordingly being tiled for the 6 mos. 
ended December 31, 1927. 

18 U. S. Board of Tax Appeals. Filed March 25, 1933. 
In the Court of Appeals of the District of Columbia. 

B. T. A. Docket Xo. 47749. 

Personal Finance Company of Lebanon, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Pnecipe for Record. 

To the Clerk of the United States Board of Tax Appeals: 

You will please prepare, transmit and deliver to the Clerk 
of the Court of Appeals of the District of Columbia, copies 
duly certified as correct of the following documents and 
records in the above-entitled cause in connection with the 
petition for review by the said Court of Appeals of the Dis¬ 
trict of Columbia, heretofore filed by the Petitioner: 

1. Docket entries of the proceedings before the Board. 

2. Pleadings before the Board, 

(a) Petition, including annexed copy of deficiency letter. 

(b) Answer. 
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i 

DAVID BURNET, COM MR. OF INTERNAL REVENUE. 

3. It is stipulated that the Court may consider |:he appro¬ 
priate portion of the consolidated findings of fac|t, opinion, 
and decision as a part of this record bv reference!. 

4. Petition for review, together with proof of service of 
notice of filing petition for review and of service o£ a copy of 
petition for review. 

o. Copy of pages 1 of return on Form 1120, pag6 6 balance 
sheets, and page 7, statement of affiliations with other cor¬ 
porations, of Respondent’s Exhibit A. 

6*. This praecipe. 

(S.) JACKSON R. COLLINS, 

Counsel for Petitioner. 

Service of a copy of the within praecipe is hereby admitted 
this 18th dav of March, 1933. 

(Signed) C. M. CHARE^T, 

Attorney for Respondent. 

i 

19 United States Board of Tax Appeals, Washington. 

Docket No. 47749. j 

Personal Finance Company of Lebanon, Petitioner, 

v. 

Commissioner of Internal Revenue, Respondent. 

Certificate. ! 

I, B. D. Gamble, clerk of the U. S. Board of Taxj Appeals, 
do hereby certify that the foregoing pages, 1 to 18, inclusive, 
contain and are a true copy of the transcript qf record, 
papers, and proceedings on file and of record injmy office 
as called for by the Praecipe in the appeal as above Numbered 
and entitled. 

In testimony whereof, I hereunto set my hand and affix the 
seal of the United States Board of Tax Appeals, at Wash¬ 
ington, in the District of Columbia, this 6th day of May, 1933. 

[Seal U. S. Board of Tax Appeals.] 

B. D. GAMBLE, 

Clerk United States Board- of Tax Appeals. 

Endorsed on cover: Board of Tax Appeals. No. 5961. 
Personal Finance (’ompany of Lebanon, appellant, vs. David 
Burnet, Commissioner of Internal Revenue. Court of Ap¬ 
peals, District of Columbia. Filed May 12, 1933. ijlenry W. 
Hodges, clerk. 
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Court of Appeals of the District of Columbia 


BENEFICIAL LOAN SOCIETY OF TRENTON. 
AMERICAN LOAN COMPANY OF AKRON. OHIO. 
AMERICAN LOAN COMPANY OF CAMDEN. 
BENEFICIAL LOAN SOCIETY OF PROVIDENCE. 
PERSONAL FINANCE COMPANY OF LEBANON. 


vs. 


Appellants, 


COMMISSIONER OF INTERNAL REVENUE, 

Appellee. 


Docket No. 5957 
Docket No. 5958 
Docket No. 5959 
Docket No. 5960 
Docket No. 5961 


BRIEF ON BEHALF OF APPELLANTS 


JACKSON R. COLLINS. 

New York, N. Y. 


Of Counsel: 

SAMUEL A. SYME, 
Washington, D. C. 
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IX THE 


COURT OF APPEALS 

| 

OF THE i 

i 

DISTRICT OF COLUMBIA, j 

I 

I 

Docket Xo. 5957 Beneficial Loan Society of Trenton, 

5958 American Loan Company of |Akron, 

Ohio, j 

5959 American Loan Company of Camden, 

5960 Beneficial Loan Society of Prov¬ 

idence, 

5961 Personal Finance Company q> F Leb¬ 

anon, j 

Appellants, 

vs. j 

I 

I 

Commissioner of Internal Revenue, j 

Appellee. 

_I 

I 

Throughout this brief quotations are made onlly 

from the Revenue Act of 1928 unless otherwise 

I 

designated and for brevity and clearness the respec¬ 
tive appellants shall be referred to by the City in¬ 
cluded in their corporate names. The record cj>f 
Trenton contains the opinion of the five cases, whiqh 
were consolidated before the U. S. Board of Tajx 
Appeals. 

— 

j 

Statement of the Cases. 


These five eases are fundamental!v the same but each 

i 

one is subject to a different statute or different admin¬ 
istrative ruling. The income of each corporation is less 
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than $25,000 for the established accounting’ period in¬ 
volved, except Then ton where the income exceeds 
$25,000. 

Each case involves the application of specific credit 
in the computation of federal income taxes. 

Each case involves a determination and length of the 
accounting period for which the return is filed. In fact 
the entire controversv arises out of the length of the 
accounting period for which the return is filed. There 
is no other question of law or fact. Separate records 
have been prepared for each of the consolidated cases. 

The Trenton company and the Providence company 
have the same accounting period involved. The differ¬ 
ence of the issue between the two companies is that for 
the accounting period from February 1, 1929 to Decem¬ 
ber 31, 1929 Trenton had a net income of $38,052.54, 
which is more than $25,000 (R. 21), and Providence had 
a net income of $17,019.40, which is less than $25,000 
(R. 9). 

Both were in and out of consolidation during their 
established accounting period, February 1, 1929 to De¬ 
cember 51, 1929. Both had adopted the calendar year 
from a fiscal year ended January 51, by permission of 
the (Commissioner. Both reported the income received 
the first four (4) months separately and the remainder 
of their income was included in the appropriate support¬ 
ing and supplementary schedules of their parent corpo¬ 
ration. Both ifiled their returns and computed the spe¬ 
cific credit as required by Section 47(c) of the Revenue 
Act of 1928, and which method was required by the (Com¬ 
missioner of Internal Revenue in his letter of December 
2(>, 1929. (Trenton, R. 24). (Providence, R. 13). 

Both had additional tax assessed by having specific 
credit computed for four (4) months on the basis of the 
How of income as distinguished from the accounting per¬ 
iod as required by Sections 41 and 47 of the Revenue Act 
of 1928. 


The Board of Tax Appeals failed to distinguish be¬ 
tween the two companies—one having* an incopie in ex¬ 
cess of $25,000 and the other having an income of less 

t . j 

than $25,000 as required by Section 26 of the [Revenue 
Act of 1928. * 

i 

The Akron company and the Lkbanox company have 
common problems arising out of the fact that they were 
in and out of consolidation during their established an- 

i 

nual accounting periods. Neither involves any'; change 
of accounting periods. I 

Lebanon company had the calendar year as itjs estab¬ 
lished annual accounting period. The calendar year 
1927 is here involved. Its income prior to July 11, 1927 
was included in the appropriate supporting and ^supple¬ 
mentary schedules of its parent company and bn and 
after July 1, in its own return tiled for the calendar year 
1927. (Lebanon, IL 12, and following photostats) h 

Additional tax was assessed by having specific credit 
computed for six (6) months on the basis of the flow of 
income as distinguished from the accounting pci 
required by Sections 212 and 226 of the Revenue 
1926. * I 

I 

The Board of Tax Appeals accepts the contention of 
the Commissioner that this return was “for a fractional 
part of the year," etc. (Trenton, I\. 15), and refers to 
the decision of the Court of Claims in Beneficial \Locni 
Soviet i/ of Bethlehem v. railed Stales, 48 Fed. (2dj) 686, 
and states “We agree with the decision of the (j'ourt 
of Claims in that case". The issue was avoided by!stat¬ 
ing the return was “for a fractional part of the year”. 
The issue is whether the return is for the accounting 
period as adopted by the Commissioner (Trenton, R.i 24), 
after Bankers Trust Co. el al. v. Boieers, 295 Fefl. 89 
(1922) (C. C. A.), or for the time of the flow of income 
was reported. The Board of Tax Appeals ignored) the 
recognized cases and rulings of the Commissioner onjthis 
question. j 


iod as 
Act of 


4 


Akrox company liad a fiscal year ending January 31, 
as its established annual accounting period. Its income 
prior to June 1, 1927 was included in appropriate sup¬ 
porting and supplementary schedules of its parent cor¬ 
poration, and on and after June 1, 19*27 the Akrox com¬ 
pany included its income in its own return for its fiscal 
year ended January 31, 1928. It had made all its com¬ 
putations in accordance with Section 105 of Revenue Act 
of 1928. (Trenton, R. 10). That same principle is now 
the rule of the Commissioner and is officially set forth 
in (i. (\ M . 8156 C. B. IX-2 124. App. p. 19. Also: 

“In the deficiency notice, the respondent (Com¬ 
missioner) in computing the tax at the 15>27 rate, 
prorated the specific credit of $2,000 provided by 
the Act of 1926 and allowed 8 12ths thereof or 
$1,333.33. In computing the* tax at the 1928 rates 
the specific credit of $3,000 under the 192S Act 
was prorated and $2,000 allowed." (Trenton, 
R. 11). 

The Board of Tax Appeals approved this proration 

based upon eight months ended January 31. 1928 and, 

apparently, did not observe that a different basis is used 

in (i. (\ M. 8156, C. B. IX-2 124. which is still the rule of 

the Commissioner. There the fiscal vear was measured 

* 

back twelve months from the end of the year in question 
and the flow of income was ignored. Here the original 
return was made with apportionment upon the estab¬ 
lished fiscal vear and the same was changed bv the Com- 

• V * 

missioner to the flow of income. The rule here applied 
is the exact reverse of G. C. M. 8156, C. B. IX-2 124. 

The Campex company was incorporated February 3, 
1927. Its first annual accounting period ended January 
31. 1928, for which period it filed its first return. (Tren¬ 
ton, I\. 11). It was consolidated with its parent com¬ 
pany and its income was included in appropriate sup¬ 
porting and supplementary schedules of its parent com¬ 
pany until June 1, 1927. Full specific credit was taken 
under Section 105 of the Revenue Act of 1928, and in con- 


formity with the practice of the Commissioner for a first 

return*in G. C. M. 2292, C. B. VI-2 78, and G. C. [U. 8156, 

C. B. 1X-2 124. The Commissioner ignored the principle 

of the first return in a second letter after approving it 

in a prior letter (R. 8-11). The Board of Tax Appeals 

avoids the issue raised upon the full specific credit for 

the first return and mentions only the statute or limita- 

% 

tions problem arising out of a waiver granted for the 
consolidated return of its parent and the possible! assess¬ 
ment against the members thereof. Other than the ques¬ 
tion of its first return the same rule applies a .4 in the 
Akron company. 


Errors Relied Upon and Points of Law in Regard 

Thereto. j 

The several errors alleged arise out of an error com¬ 
mon to each of the five appellants; namely— 

The measuring of the elapsed time of jthe re¬ 
turn bv standards other than the established ac- 
* 

counting periods of the appellant taxpayejr. 

More specifically for each of the cases. 

Trenton is not entitled to any specific credit because 
its net income computed upon the basis of its annjual ac¬ 
counting period exceeds 825.000. Section 41 and Sec¬ 
tion 26 of Revenue Act of 1928 and rules therein set forth 
have not been followed. 

Providence is entitled to its specific credit because its 
net income computed upon the basis of ll/12s of jits an¬ 
nual accounting period is less than 825,000. Section 41, 
Section 26, Section 47(c), supra, and rules therein set 
forth have not been followed. 

Akron is entitled to its specific credit because ts net 
income computed upon the basis of its annual accounting 
period is less than 825,000. Its return is for its fiscal 
year ended January 31, 1928. Section 41, Section 26, 

•> * / ' 1 7 
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Section 48(b), Section 105 and tlie rules therein set 
forth have not been followed. 

Lebanon is entitled to its specific credit because its 
net income computed upon the basis of its annual ac¬ 
counting’ period is less than 8*25,000. Its return is for 
the calendar year 1027. Section 212(b). Section 220, Sec¬ 
tion 239 of the Revenue Act of 1920 and the rules therein 
set forth have not been followed. 

Camden is entitled to its specific credit because its 
net income computed upon the basis of its annual ac¬ 
counting period is less than 825.000. Its return is for 

its fiscal vear ended Januarv 31, 1928 and said return is 
• * 

its first return. Section 41, Section 20, supra, and au¬ 
thorities cited in G. C. M. 8150, C. B. IX-2 124, and the 
rules therein set forth have not been followed. 


Summary of the Argument. 


The Revenue Acts of 1928 and 1920 require that every 
taxpayer shall compute the net income upon the basis 
of an annual accounting period. Section 41. The taxable 
vear means the calendar vear or fiscal vear ending dur- 
ing such calendar year, upon the basis of which the net 
income is computed or a period for which a return is re¬ 
quired by regulations. Section 48, Section 22 and Sec¬ 
tion 23 require returns for taxable years for assessment 
under Section 13. Specific credit is granted for the pur¬ 
pose only of the tax imposed by Section 13 to domestic 
corporations, the net incomes of which are less than 


$25,000. 

Since the Revenue Act of 1918, until the change of 
policy reflected in the cases here involved, the full spe¬ 
cific* credit or its counterpart of personal exemption has 
been granted upon every return where applicable for 

the taxable vear. The measure of the taxable vear is 

• * 

the accounting period, regardless of the flow of income 
or even capacity to receive income. G. C. M. 8156, 0. B. 
IX-2, 124: Bankers Trust Company v. Boners, 295 Fed. 



89, T. n. 3547, C. B. 111-1, 237; G. C. M. 5095, C. B. 
VIII-1, 285; Louis Ih/mel Planting <L Mfg. Co. jv. Com¬ 
missioner. 5 B. T. A. 910, B. V1I-1, 15; 7. l T. 2239, 
C. B. IV-2, 58; G. C. 31. 2292. C. B. VI-2, 78; (f. C. 31. 
2080. C. B. VI-2, 288; and 7. T. 2470, C. B. VII (-2, 130; 
Lowell d Andover II. R. Co., 8 B. T. A. 501; Ke\mebunk 
and Kennebunkport R. R., 8 B. T. A. 505; and Recently 
assorted in Gamble-Robin son Alexandria Co. v. j Levi M. 
Willcuts, U. S. Dist. Ct. Minnesota on January 24, 1033. 

The issue involves the fundamental nature of a con- 

i 

solidated return as one return with supporting: ajnd sup¬ 
plementary schedules as set out in Sections 141 and 142 
of Revenue Act of 1028 and especially Section 41 thereof 
and further described in Regulations 75 and 78 and set 
forth in instructions on Form 1120 from 1018 t|o 1028, 
paragraphs 30, 40 and 41, App. p. 20, and supported by 
the recognized rules of statutory interpretation and re¬ 
enacted statutes with established administrative practice. 

Swift d Co. v. United States, (1030) 00 Ct. of IClaims 
171, 38 Fed. (2d) 305, and Beneficial Loan Society of 
Bethlehem v. C. S., 71 Ct. of Claims (1031), 48 Fe|d. (2d) 
080, shall not be followed and a rule shall be established 
with the principles of the Senate Finance Committee 
which overcame the misunderstanding and misapprehen¬ 
sion of the nature of a consolidated return. Senate Re¬ 
port Xo. 000, May 1, 1028, App. p. 22. 


Argument. 

To aid clear thinking it is stated at the outset that 
appellants agree that specific credit shall be pro¬ 
rated according to Section 47 for returns filed f<j>r 
a fraction of a fiscal year of twelve months. Tfje 
issue here is not pro-ration of specific credit but thje 
determination of the period for which the return was 

i 

filed and subsequent proration, if any, thereon. 

i 

The common issue in eacli of these five cases |is ad¬ 
mirably stated in the Rankers Trust Co. et al. v. Bowers, 
295 Fed. 80 (1932) (C. C. A.), case. The District bourt 
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took the position of tlic Commissioner, the Circuit Court, 
upon appeal, reversed the District Court and took the 
position of the appellants. After the decision of the Cir¬ 
cuit Court the office of the Commissioner accepted the 
principles thereof in G. C. 31. 2292 and G. C. 31. 8156, 
both of which are still in effect. Congress re-enacted 
identical and similar statutory provisions which carried 
with them prior established administrative rules and 
practice. United States v. Dakota <£' Montana Oil Co ., 
77 L. Ed. 585, decided March 12, 1932, 287 U. S.-. 

The facts of the Bankers Trust Co. case are: 


John Glackner died April 4, 1921. His execu¬ 
tors tiled two income tax returns on March 15, 
1922. One return reported the net income of de¬ 
cedent during the calendar vear 1921, and included 
therein onlv income received from January 1, 1921 
to April 4, 1921: and the other return reported the 
net income of the plaintiffs as executors during 
the calendar vear 1921 and included therein onlv 
income received from April 5, 1921 to the end of 
the calendar year, or December 31, 1921. 

The Commissioner computed the tax under a 
construction of Section 226(c) of the Revenue Act 
of 1921 (the same as Section 47(c) of the Revenue 
Act of 1928) that is to say, he pro-rated the per¬ 
sonal exemption on the basis the return was filed 
for “a fractional part of the year”. 

Judge Goddard sustained the Commissioner, 
stating Section 226(c) was complete and covered 
all returns for a period of less than a year, etc. 

Judge Manton agreed with the rule of law 
stated by Judge Goddard, but pointed out the re¬ 
turns filed were not for a fractional part of a year 
but both were filed for the full accounting period 
and, therefore. Section 226(c) did not apply. 

He gave the following reason: The plaintiffs 
in their returns for the decedent and his estate did 
not elect to change the accounting period nor is 



I 

there any attempt to evade the collection of tax 
which might invoke the sections above referred 
to. Therefore, not falling within either of the ex¬ 
ceptions above, they would be improperly consid¬ 
ered if returned for less than a vear. The time 

♦ 

of receipt of income or the ability to rdceive in¬ 
come has no bearing upon the accounting period. 
A taxpayer may receive his income for the year 
on the first dav of the vear. 


The position of appellants is that they filed their re¬ 
turns, Form 1120, for their full accounting period. 
Akron, Lebanon and Camden for one year, and Trenton 
and Providence for eleven (11) months. 

The position of each of them is further strengthened 

bv the fact tliev filed no other income returns for the 
• * 

accounting period as required by Section 41, iHevenue 
Act of 1928. Also, because their other income is in¬ 
cluded in the supporting and supplementary schedules 
of the consolidated return of their parent. (Instructions 
on Form 1120, paragraphs 38, 39, 40 and 41). App. p. 
20. These schedules follow the accounting period and 
method of accounting of the parent and not that of the 
appellants: these facts clearly establish they are sched¬ 
ules of the parent and not that of the appellants. Fur¬ 
ther, each Revenue Act, Section 240 of the Revenue Act 
of 1920, A])j). ]>. 34 or Sections 141 and 142 of ihe Rev¬ 
enue Act of 1928, App. ]>. 33, has declared tlptt every 
consolidated return is one return. It must be the return 
of the parent company or otherwise there is no statu¬ 
tory authority for the net loss to be applied only to 
parent in successive years as is provided for by Reg¬ 
ulations 73 and 78, Article 41, App. p. 27. 

It is, therefore, impossible to say that the schedule 
in a consolidated return is a return by the appellant and 
at the same time maintain the validity of Article 41, 
Regulations 75 and 78, or to say the appellant filed two 
returns for its established accounting period, j A con¬ 
solidated return consists of one return and is lone tax 
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computing unit. The return of each of the five appel¬ 
lants was filed for its full established accounting period. 

It is difficult and impossible to reconcile the rules ap¬ 
plied below with statutory requirements, true accounting 
and established administrative practice upon re-enacted 
statutes for each of the five cases. In the language of 
Judge Manton there has been no change in accounting 
period and the schedules of appellant in the consolidated 
return of its parent cannot lx? treated as a return of the 
appellant any more than the return of the executors can 
be treated as a return of the decedent. 

It is impossible to reconcile the efforts of the Com¬ 
missioner to minimize the specific credit granted by Con¬ 
gress in the statute in his efforts to collect a large tax 
with his own rulings, sound accounting and common 
sense. 

The individual cases: 

Trenton and Puovidf.nce are required to compute 
their tax by a statutory rule, Section 47(c) and that re¬ 
quirement is mandatory. It has not been followed by 
either the Commissioner nor the Board of Tax Appeals. 

Trenton for eleven months has, legally speaking, an 
income of $.48,000 or more than $‘25,000, or, economically 
speaking, an income of $15,000 or less than $25,000. If 
one accepts the approach that it was one ‘‘year" and 
consisted of “two parts'*' then there is no question in¬ 
volved because Section 20 grants no specific credit for 
income being in excess of $25,000. 

If one accepts the approach of the Senate Finance 
Committee, App. p. 22, and says that during consolida¬ 
tion Trenton was unable to exert dominion over its own 
income and expense and such idea is the foundation prin¬ 
ciple of a consolidated return (that subsidiaries in con¬ 
solidation are merely corporate departments and are in¬ 
strumentalities and not separate legal persons. Senate 
Report Xo. 95*0 dated May 1, 1928 and accompanying 
II. R. 1) App. p. 22, then there is not the slightest ques- 
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tion but what the return is filed for its accounting!period 

of eleven months. If such is true in the case of a de- 

1 

cedent, it certainly is equally true in the case of g living 

i 

and existing corporation which has lost an independent 
will to its parent corporation, who controls 95% op* more 
of its common voting stock. Section 141 Revenue Act 
of 1928, App. p. 33. I 

Under either approach the Commissioner and [Board 
of Tax Appeals below must be wrong. 

Providence —exactly the same rules and arguments 
applied, except that because its income is less than 
$25,000 for its period an additional question arises. The 
statute grants specific credit to domestic corporations 
having an income of $25,000 or less. 

The statute does not sav whether that credit |is for 
an annual accounting period or not. At the beginning 
of the section it says—“For the purpose only of tpe tax 
imposed by Section 13”, and Section 13 says—^there 
shall be levied, collected and paid for each taxable year 
upon the net income of corporations”. Section 48 says— 
“a taxable year is the annual accounting period or any 
part thereof or as defined by tlie regulations”. Regula¬ 
tions 75, Article 41(d) says—“any period for which a 
return is filed is a taxable vear”. 

It therefore appears to be statutory authority in con¬ 
formity with the administrative practice prior to 1928 
for granting the full specific credit for each “taxable 
vear” and that owing to the catch-all definition of aptax- 

• # 4 e i 

able year” that it would be impossible to have a ^frac¬ 
tional part of a taxable vear” the statute reads “a! frac- 
tional part of a year” (a ludicrous statement jupon 
analysis because “any part of a year” must be aj frac¬ 
tion of the whole). The appellants do not argue fop: this 
position but call attention to the fact that it has |often 
been used as the basis of allowance of full specific credit. 

For prior administrative practice appellants refer to 
the cases of themselves for prior years and their affili¬ 
ated companies and for formal rulings thereon evidenced 
by Form $66 executed for Beneficial Loan Sociefy of 
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Atlanta, Atlanta, Georgia for the fiscal year February 1, 
1927 to January 31, 1928, (IT:C:P:2—AYLM), and Bene¬ 
ficial Loan Society of Xew Haven, Xew Haven, Con¬ 
necticut, for the fiscal year ended January 31, 1928. 
(IT :C:P:2—FBM). 

Section 47(c) applies to this return by statutory re¬ 
quirement of the section itself. Also, by the rule estab¬ 
lished in prior adjudication before re-enactment of this 
section. See Arthur (A Ilarrey Co. v. Matin/, (1932) 
CCA (1st (Jr) 60 Fed. (2d) 97, republished in Internal 
Revenue Bulletin, Yol. XII, Xo. 4, p. 9, for January 23, 
1933. Here the Commissioner has relied upon Article 
713. Regulations 74, which is his own rule. It is inter¬ 
esting to note the Commissioner has given direct and 
specific instruction to the appellant prior to filing its re¬ 
turn and the appellant followed that instruction and that 
upon audit the Commissioner applies another rule con¬ 
trary to statutory requirements. The appellant believes 
this Court is bound to follow Section 47(c) and Article 
371 of Regulations 74. App. p. 29, which is in accordance 
with its statutorv authoritv. Section 47(c), and refuse to 
follow Article 717> which does not apply and which is 
contrary to the statutory definitions of Section 41 and 
Sections 141 and 142. and also without statutorv au- 
thority. 

Lkbaxox return in the language of Judge Manton is 
for the full calendar year 1927, and Section 236 of Rev¬ 
enue Act of 1926 applies. Such a finding is in conformity 
with the practice of the Commissioner in a number of 
other cases of this appellant and its affiliated group. 
(Beneficial Loan Sociotv of York for the fiscal vear 
ended January 31, 1926, where the Commissioner made 
an audit and directed a refund of $65.28 and interest 
thereon). 

Akbox is likewise a return for its full fiscal vear, but 
it has an added complication in that it is subject to Sec¬ 
tion 105 of the Revenue Act of 1928 and follows with 
the rule of law set forth in G. C. M. 8156, C. B. IX-2, 124, 
App. p. 19. 
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The rule of 0. C. M. 8156 however was not | applied 
though it is still recognized law in the Treasury Depart¬ 
ment. The accounting period is here ignored and only 
the How of income is considered, the specific credit being 
computed in eighths and not in twelfths, or on a inontlily 
basis rather than a vearlv basis. i 

If apportionment is to be had even the method! thereof 
is in direct conflict with Section 105. The following il¬ 
lustration will clearly demonstrate the point. 

Suppose this appellant had an income of $20)000 for 
the eight months here involved, and $20,000 for the four 
months in consolidation, and that its parent had. an ac¬ 
counting period of the calendar year; that the rate of tax 
in 1927 is 11% and the rate for 1928 is 12%. If no con- 
solidation took place the tax would be competed on 
$40,000 x 11% x 11 12 plus $40,000 x 12%. x 1/12 or 
$4,366.66. But if we use the rule the Commissioner ap¬ 
plied and the parent company also had a net taxable in¬ 
come the tax to appellant would be its prorated part on 
$20,000 for four (4) months, or $2,200, plus $2Q,000 of 
which is taxed at 11% and % at 12% or $2^175.00, 
making a total tax of $4,375.00 in consolidation, ^s com¬ 
pared with $4,366.66 out of consolidation. The differ¬ 
ence shows that an error must exist. 

Another illustration: Suppose A and B companies 
are in consolidation during 1928. A company is a parent 
company existing the entire year and has an incpme of 
$10,000, and the B company likewise exists the entire 
year, but does not come into consolidation until July 1st. 
The tax is 12% of taxable net income less specific] credit 
allowed by statute. If each company filed separately the 
tax would be for each $10,000 less $3,000, or $7,000 x 12% 
or $840.00; or $1,680, for both companies. I 

If the rule asked for by appellants was applied the 
tax on A and its schedule would be $10,000 plus $5,000 
or $15,000; $15,000 less $3,000 or $12,000; $12,000 x 12% 
or $1,440.00. The tax on B would be $5,000 less $3,000 
or $2,000; $2,000 x 12% or $240, or the total taxi would 
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be $1,440.00 plus $240.00 or $1,680 which is an identical 
amount, whether in consolidation or not. 

If the rule of the Commissioner was applied the tax 
on B would lx* $5,000 less $1,500 or $3,500; $3,500 x 12% 
or $420.00. The tax under the rule of the Commissioner 
in case of consolidation would be $1,440.00 plus $420.00 
or $1,860, or $180.00 more. The $180.00 would be an ad¬ 
ditional tax imposed because of consolidation. A finan¬ 
cial privilege tax of $180 would be paid in order to file 
a consolidated return. Such was not the intention of 
Congress, Senate Report Xo. 960, supra, App. p. 22. It 
was not the intention of Congress to put a price upon 
the privilege of filing a consolidated return in 1928. This 
fact was referred to bv Secretary of Treasury Mills when 
he appeared before the Senate Finance Committee on 
April 6, 1922, reported in The F. S. Daily. 

When all things are equal the rule here used by the 
Commissioner violates this principle both where specific 
credit is used and where it is not used. The rules sought 
by your appellants support the intention of Congress, 
gives identical results, and is supported by valid reasons 
and, therefore, should be adopted. Burnet v. Chicago 
Portrait Co.. (1932) 285 U. S. 1. 

Camden involves the same problem that Akron does, 
together with Section 105, and in addition thereto the 
special established administrative practice existing since 
the 1923 ruling covering first and last returns. G. C. 31. 
2292, C. B. VI-2 78, App. p. 17. It involves identical 
authorities and principles as that covered by Gamble - 
Robinson Alexandria Co. v. Lrri .1/. Will cuts. U. S. Dist. 
Court of Minnesota, Third Division at Law, 2395, decided 
January 24, 1933. Similar principles have long been 
recognized in Bankers Trust Com pang v. Bowers , 295 
Fed. 89: T. I). 3547 C. B. YIII-1 237: Louis Jhjmel Plant¬ 
ing <£ 3ffg. Co. v. Commissioner. 5 B. T. A. 910: Lowell 
cO Andover R. R. Co. 8 B. T. A. 501: Kennebunk and 
Kennebunkport R. R., 8 I>. T. A. 503. 
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To deny that the return of Camden is not a] return for 
its full first annual accounting period is to set aside all 
precedent and every case and ruling heretofore made 
upon specific credit allowance for the first iteturn and 
first established annual accounting period. Carroll 
Chain Co. (1924) 1 B. T. A. 38, affirmed 8 Fed. (2d) 529; 
5 Am. Fed. Tax Rep. 5634. j 

Because of a statement in the opinion of fhe Board 
of Tax Appeals that this question has been decided in 
the case of Beneficial Loan Society of Bethlehem v. U. S. 
48 Fed. (2d) 686, it is necessary to point out j that that 
case is based upon a rule of law first set forfh by the 
Court of Claims in Swift & Co. v. U. S. (1930) 38 Fed. 
(2d) 365, and both the Bethlehem case and the &wift case 
are founded upon a rule of law that is now repudiated 
and not followed by the Commissioner under j Revenue 
Act of 1928. The authority for that statement I of repu¬ 
diation is Regulations 75 and 78 and their treatment of a 
consolidated return. It is absolutely impossible to 
reconcile the rule in the Swift and the Bethlehem cases 
with Article 41 of Regulations 75 and 78, also tjlie prin¬ 
ciples set forth in Articles 1 to 10 and, especially!, Article 
16. This is made emphatically so upon noting (the con¬ 
troversy and dates regarding this issue with the dates of 
the decision of the two cases and the promulgation of 
Regulations 78 subsequent thereto. j 

The principle of the Swift case and its corollary the 
Bethlehem case was categorically denied in Senjate Re¬ 
port, supra. App. ]). 22. The nature of a consolidated 
return as enacted by Congress in the statute of 1928 
was the Senate position on this issue. The Commissioner 
adopted that position in Regulations 75 and upon re¬ 
enactment in 1932 renewed his affirmation of this position 
in the corresponding articles of Regulations 78. ! 

The construction sought by appellants is j estab¬ 
lished by re-enactment of consolidated provisions and 
elimination of the specific credit itself in 1932. ffJnited 
States v. Dakota & Montana Oil Co., 77 L. Ed. 5$5, de- 


i 
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cided Marcli 13, 1933, 287 U. S. 


That tlie historv 


of the income tax legislation is controlling in practical 

effect. Willcuts v. Bunn, 282 U. S. 216. 

The appellants firmly believe the Revenue Acts grant 

the specific credit as originally taken by each of them; 

namely, for the full established accounting period. They 

believe no authoritv can be found which contains a dif- 

ferent position and at the same time gives a discussion 

of accounting terms and the nature of a consolidated 

return that is in harmony with Sections 41, 141 and 142 

of the Revenue Act of 1928, or that can be reconciled to 

the definitions contained therein. Also that no contrarv 

*> 

authorities mav be found that also recognize the estab- 

% V 

lished practice of the Bureau of Internal Revenue from 
1918 to 1928, or the definitions and instructions contained 
on Form 1120!, App. p. 26 and used from 1918 to 1928. 
And, finally, that the construction sought by the appel¬ 
lants is supported by valid reasons, Burnet v. Chicago 
Portrait Co., (1932) 285 T\ 8. 1. and meets the intention 
of Congress. 


Respectfully submitted. 


Jackson R. Collins, 

2 Lafayette Street, 
New York, X. Y 


Of Counsel: 

Samuel A. Syme, 
Washington, D. C. 


APPENDIX. 


I 

GENERAL COUNSEL MEMORANDA, 
CONGRESSIONAL REPORT, j 
STATUTES AND REGULATIONS INVOLVED. 

i 

G. C. M. 2292 

i 

Section l23f>—Credits Allowed Corporations. 
Article 591: Credits Allowed. v|-37 —3420 

(Also Section 2:59, Article 625.) G. (f. M. 2292 

Revenue Act of 192G. | 

The return of a corporation of the income re¬ 
ceived or accrued from the date of its ijncorpora- 
tion to the end of its first accounting period, even 
though such period is less than 12 moiiths, is a 
return for a period of 12 months and noi a return 
for a fractional part of a year. 

An opinion is requested as to when a return may be 
said to be a return for a fractional part of a year. 

In Bankers 7 Trust Co. v. Bowers (295 Feel. 89) the 
court held that a return made for a decedent by his 
executors of the income received by the decedent during 
the calendar vear in which he died and a ret uni bv them 
for his estate of the income received bv the estate during 
the same calendar vear are returns for the full calendar 
vear. This case arose under the Revenue Actl of 1921. 
In the course of its opinion the court used the following 
language: 

The time of receipt of income or the ability to 
receive income has no bearing upon the accounting 
period. A taxpayer may receive his intome for 
the vear on the first dav of the vear. IIe| nmv be- 
come a non-resident alien during the year, without 
property in or income from any source in the 
United States. As an alien, he may have come to 
this country during the first taxable year, and lie 
may have attained his majority or bcconie incom- 
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potent during tlie year. 'When during tlie year his 
status changes, and he becomes a taxpayer, or 
ceases to be one, is immaterial. Tf he received tax¬ 
able income during any part of that year, and kept 
his books on a calendar-year basis, a return is re¬ 
quired of all such income derived from or received 
within the 1*2 months of such calendar year, and 
the return is for a period of 12 months. 


After the passage of the Revenue Act of 1924 the 
question arose as to the application of the Bankers’ Trust 
Co. case, supra, to cases arising under that Act. After 
verv careful consideration, the conclusion was reached 
that the Bankers’ Trust Co. case, supra, should be fol¬ 
lowed in applying the provisions of the Revenue Act of 
1924. (I. T. 2239, C. B. 1V-2, 58.) This conclusion was 
based upon tin* ground that the Bankers' Trust Co. case 
rested upon the application of general principles and 
that the language of the Revenue Act of 1924 was not 
sufficient to warrant a different application of those prin¬ 
ciples. The provisions of section 226 of the Revenue 
Acts of 1924 and 1926 are practically identical and it 
follows that the same rule must be followed under both 
Acts. (See 0. (’. M. 2080, on page 288, and United States 
v. Carroll Chain Co., 8 F. (2d) 529.) 

Article 625 of Regulations 69 provides as follows: 

Returns for fractional part of pear .—If a cor¬ 
poration, with the approval of the Commissioner, 
changes its accounting period from calendar year 
to fiscal year, from fiscal year to calendar year, or 
from one fiscal year to another fiscal year, a sepa¬ 
rate return shall be made for a fractional part of 
a year and the net income of such return shall be 
placed on an annual basis as provided in section 
226 (c). i (See art. 431.) In all other cases the 
credit of 82.000 against net income allowed a do¬ 
mestic corporation having a net income not ex¬ 
ceeding $25,000 shall be reduced to such propor¬ 
tion of the full credit as the number of months in 
the period for which the return is made bears to 
12 months. 


It is noted that the scope of the above article of Reg¬ 
ulations 69 is expressly limited to cases where the return 



is for a fractional part of a year, whereas 'under the 
application of the principles laid down in Bankers’ Trust 
Co. v. Bowers , supra, the return for a corporation which 
enters business during the course of its first calendar or 
fiscal year is a return for a period of 12 moniths and is 
not a return for a fractional part of a year. Consequent¬ 
ly, the corporation return in such a case, not being a re¬ 
turn for a fractional part of a year, is not one contem¬ 
plated by article 625 of Regulations 69. 

A. AY. Gregg, j 

General Counsel, Bureau of Internal! Revenue. 

7 i 

Section 239.—Corporation Returns, j 

I 

I 

Article 625: Returns for fractional part of a jvear. 

Revenue Act of 1926. ; 

i 

Return of a corporation of the income received or 
accrued from tlie date of its incorporation to the end of 
its first accounting period. (See G. C. M. 2292, page 78.) 

i 

G. C. M. 8156 ! 

I 

I 

Section 105.—Taxable Period Kmbracinh; 


Section 105. 


Years AYith Different Laws. 


Revenue Act of 1928. 


I 

lX-hl—4727 
G. C.lM. 


The taxpayer was incorporated January 2, 
1929. Its first return was filed for the fiscal vear 
ended June 30, 1929, the tax being computed at the 
rate of 12 per cent. Subsequently, Congress by 
joint resolution reduced the rate of tax oil the net 
income of corporations from 12 per cent, tb 11 per 
cent, for the calendar year 1929. The taxpayer 
contends that the tax should be recomputed at the 
rate of 11 per cent. 

Held, the proper recomputation requ res the 
use of both the 12 per cent, rate and tlid 11 per 
cent, rate in conformity with section 105 of the 
Revenue Act of 1928. The tax for the fiscal year 
ended June 30, 1929, should first be computed as if 
the entire income were received during the calen- 
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dar year 1928, and the tax attributable to that Year 
is f> 12ths of that amount. The tax should then be 
computed as if the entire income were received 
during the calendar Year 1929, and the tax attrib- 
utable tO' that year is G 12ths of that amount. Tlie 
sum of tlu* taxes attributable to each calendar year 
as so computed constitutes the tax for the fiscal 
rear. 


An opinion is requested as to the proper method of 
computing the tax in tin* case of a corporation which 
was incorporated January 2, 1929, and established a fiscal 
Year ended June JO. 

It appears that the taxpayer filed its first income tax 
return in due course, including income received from 
January 2. 1929, the date of incorporation, to June JO, 
1929, and computed its tax liability at the rate of tax 
then in effect in tlie case of corporations, which was 12 
per cent. Subsequently, Congress by joint resolution 
known as II. J. Res. 1JJ reduced the rate of tax on the 
net income of corporations from 12 per cent to 11 per 
cent for the calendar year 1929. Accordingly, the collec¬ 
tor of internal revenue recomputed tin* tax in accordance 
with the provisions of section 1 Go of the Revenue Act 
of 1928, which outlines the method of computing the tax 
when tin* taxable period embraces years with different 
laws. The application of that method required the use 
of the 12 per cent rate and the 11 per cent rate in the 
recomputation of tlu* tax. The taxpayer contends that 
section 10”) of the Revenue Act of 1928 is not applicable, 
and that the tax should be recomputed at the rate of 11 
per cent. 

Section 105 of the Revenue Act of 1928. relating to 
a “taxable period embracing years with different laws,” 
provides that if it is necessary to compute the tax for 
a period beginning in one calendar year (hereinafter 
called “first calendar") and ending in tlie following cal¬ 
endar year (hereinafter called “second calendar year") 
and the law applicable to the second calendar year is 
different from the law applicable to the first calendar 
year, then the tax for the period ending during the 
second calendar year shall be the sum of (1) the same 
proportion of a tax for the entire period, determined 
under the law applicable to the first calendar year and 
at the rates for such year, which the portion of such 
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period falling within the first calendar year is of the 
entire period; and (2) the same proportion off a tax for 
the entire period, determined under the law applicable 
to the second calendar year and at the rates for such 
year, which the portion of such period falling within the 
second calendar year is of tlie entire period. 

Inasmuch as the taxpayer was incorporated January 
2, 1921), and established June 2,0 as the end of its fiscal 
year, its first return is for the full 12-month period July 
1, 1928 to June 30, 1929, although the return only included 
income received fr< mi January 2. 1929. to .Tim® 30, 1929. 
(Roe Bankers Trust Co. v. B/nrcrs. 295 Fed..!89, T. D. 
3547. C. B. TIM. 237: G. ('. M. 5095, C. R. VlII-1 285; 
Louis lli/mel Plaiitiuo <0 Maiiiifarfiirino Co. vj Commis¬ 
sioner. 5 B. T. A. 910. ('. B. VI1-1. 15;'I. T. 2i>39, C. B. 
IY-2, 58: G. C. M. 2292. C. B. VI-2. 78: G. (’J M. 20S0, 
C. B. VI-2. 288: and I. T. 2470, C. B. YTII-2, 130.) 

In view of the fact that II. J. Res. 133 was} effective 
onlv for the calendar year 1929 and the returii filed bv 
the taxpayer was for the full fiscal year of 12 months 
ended June 30, 1929, it is necessary to compute the tax 
for a period beginning in one calendar year aijid ending 
in the following calendar year. As tlie taxj rates in 
effect for the second calendar vear are different from 
the rates of tax in effect for the first calendar tear, sec- 
tion 105 of tin* Revenue Act of 1928 must be applied in 
the instant case. The rates of tax form a part of the 
tax law, and as the rates of tax were changed hv a joint 
resolution of Congress, which was approved by the Presi¬ 
dent December 10, 1929. it must be concluded | that the 
instant case involves a ‘‘taxable period embracing years 
with different laws." 

Applying the foregoing principles and the provisions 
of section 105 of the Revenue Act of 1928 to the instant 
case, the tax for tin* fiscal year ended June {10, 1929, 
should first be computed as if the entire income 1 ,were re¬ 
ceived during the calendar year 1928. and the tax at¬ 
tributable to the vear 1928 is 0 12ths of that amount; 
the tax should then be computed as if the entire income 
were received during the calendar year 1929, and the 
tax attributable to 1929 is 0 12ths of that amojunt; the 
amounts of tax attributable to each year, as so computed, 
should be added together, and the total is the j amount 
of the tax due. 

0. M. CRAREST, 

General Counsel. Bureau of Internal Revenue. 
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Senate Document No. 960, dated May 1, 1928, and ac¬ 
companying H. R. I, at page 13, reads: 

“Inasmuch as there is apparently some mis¬ 
understanding as to the effect of tlie House Bill 
and as to what consolidated returns really are, 
it seems advisable at this time to discuss the sub¬ 
ject somewhat at length. 

“After the enactment of the profits tax of 1917, 
a committee consisting of members of the Com¬ 
mittee on Ways and Means of the House of the 
Committee on Finance of the Senate, and all lead- 
ins? experts, was enpaired in the preparation of 
regulations to carry out the act. As a result of 
a very careful and nonpartisan consideration of 
the subject by tins committee, the Treasury au¬ 
thorized the filing of consolidated returns by cor¬ 
porations which, by reason of common ownership, 
were affiliated—that is. although composed of sev¬ 
eral corporate entities, were as a practical matter 
but one corporation. The Congress adopted these 
regulations and wrote them into the 1918 Revenue 
Act. With certain amendments not of importance 
in this discussion, this provision has been retained 
in every Revenue Act since that time. 

“The advisory committee on internal revenue 
taxation, the members of which worked most of 
the summer in preparing suggestions for the 
simplification of the revenue laws and their ad¬ 
ministration. readied the conclusion that, because 
of the difficulties encountered in administration, 
there should be a substitute for the consolidated 
returns provision. It should be emphasized that 
this conclusion was reached, not upon the ground 
that consolidated returns were unsound, that addi¬ 
tional revenues would be received by the elimina¬ 
tion of the consolidated returns provision, but 
solely upon the ground that the administration of 

the law would be simplified. Accordingly, thev 

• • 

proposed a provision which was designed to retain 
the advantages of consolidated returns and elim¬ 
inate the demonstrated disadvantages. The pro¬ 
vision was to become effective for the taxable year 
1929, and the present law was to be retained for 
1927 and 1928. 


“The proposed substitute for the consolidated 
returns section was stricken out by the House dur¬ 
ing its consideration of the bill. Theieffect of 
this action is to deny the privilege of filing con¬ 
solidated returns after the taxable vear |1928 and 
to eliminate the proposed substitute therefor. As 
a result, under the House Bill, all corporations 
would be compelled to file separate returns. From 
the discussion it appears that the actioii by the 
House was based upon the fact that additional 
revenue would be derived. Your committee has 

considered the matter verv carefullv and is con- 

• • 

vinced that the elimination of the consolidated re¬ 
turns provision will not produce any incirease in 
revenue, will not impose any greater taxation on 
corj)orations, and will in all probability permit all 
tax avoidance to such an extent as to decrease 
revenues. I 


“The permission to file consolidated returns by 
affiliated corporations merely recognizes t|he busi¬ 
ness entity as distinguished from the iegall corpo¬ 
rate entity of the business enter]>rise. ITjless the 
affiliated group as a whole in the conduct of its 


business enterprise shows net profits, the indi¬ 
viduals conducting the business have realized no 
train. The failure to recognize the entire llusiness 


enter])rise means drawing technical legal 'distinc¬ 
tion as contrasted with the recognition of actual 
facts. The mere fact that by lei»*al fiction (several 
corporations owned by the same stockholders are 
separate entities should not obscure the fAct that 
they are in reality one and the same business, owned 
by the same individuals and operated as a unit. 
To refuse to recognize this situation and to require 
for tax purposes the breaking up of a single busi¬ 
ness into its constituent parts is just as unreason¬ 
able as to require a single corporation tojreport 
separately for tax purposes the gains from its 
sales department, from its manufacturing [activi¬ 
ties, from its investments, and from each anq every 
one of its agencies. It would bo just as unreason¬ 


able to demand that an i 
or more businesses treat 
for tax purposes. 


ndividual engaged jin two 
each business separately 
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“Miich of the misapprehension about consoli¬ 
dated returns will be removed when it is realized 
1 Hat it is only, when the corporations are really 
but one corporation that the permission to file 
consolidated returns is given, and that no ultimate 

advantage under the tax laws reallv results. The 

* • 

present law permits the filing of consolidated re¬ 
turns only where one coi*])oration owns at least 
i X’) r /< of the stock of the other corporation or if 
at least 95C of the stock of both corporations is 
owned by the same interest. The provision em¬ 
bodies the business man’s conception of a practical 
state of facts. Your committee believes that rather 
than departing from business practices and stand¬ 
ards our revenue laws should be brought nearer 
to recognition of them. 

‘‘The situation was described accurately and 
succinctly by Senator Simmons, at that time the 
chairman of the finance committee and now its 
ranking minority member, in his report upon the 
1018 Revenue bill as follows: 

Provision has been made in section 240 for 
a consolidated return, in the case of affiliated 
corporations, for purposes both of income and 
protit taxes. A year’s trial of the consolidated 
return under the existing law demonstrated the 
advisability of conferring upon the commissioner 
explicit authority to require such returns. 

So .far as its immediate effect is concerned, 
consolidation increases the tax in some cases, 
and reduces it in other cases, but its general and 
permanent effect ; s to prevent evasion, which 
cannot be successfully blocked in any other 
way. * * * 

Moreover, a law which contains no require¬ 
ments for consolidation puts an almost irresis¬ 
tible premium on a segregation or a separate 
incorporation of activities which would nor¬ 
mally be carried as branches of one concern. 
Increasing evidence lias come to lie-lit demon¬ 
strating that the possibilities of effecting taxa¬ 
tion in these and allied ways are becoming fa¬ 
miliar to the taxpayers of the country. While 
the Committee is convinced that the consolidated 
return tends to conserve, not to reduce, the rev- 
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enue, the committee recommends its adaption not 
primarily because it operates to prevent evasion 
of taxes or because of its effect upon th<j> revenue, 
but because the principle of taxing* as 4 business 
unit what in reality is a business unit! is sound 
and equitable and convenient both to! the tax- 
paver and to the Government. ! 

“Many difficult and complicated problems, how¬ 
ever, have arisen in the administration on the pro¬ 
visions permitting the filing of consolidated re¬ 
turns. It is, obviously, of utmost importance that 
these questions be answered with certainty and a 
definite rule be prescribed. Frequently,j the par¬ 
ticular policy is comparatively immateriajl, so long 
as the rule to be applied is known. The committee 
believes it to be impracticable to attempt [by legis¬ 
lation to prescribe the various detail and compli¬ 
cated rules necessarv to meet the manv differing 
and complicated situations. Accordingly, it has 
found it necessary to delegate power to the Com¬ 
missioner to prescribe regulations legislative in 
character covering them. The standard prescribed 
by the section keeps the delegation from being tlie 
delegation of pure legislative power, and is well 
within the rule established by the Supreme Court 
(See Hampton, Jr. Co. r. United States} decided 
by the Supremo Court on April 9, 1928, a|nd cases 
there cited). Furthermore, the section requires 
that all corporations joining in the filing of a con¬ 
solidated return must consent to the regulations 
prescribed prior to tin* date on which the return is 
filed. 

“Among the regulations which it is expected 
that the Commissioner will proscribe are: (1) The 
extent to which gain or loss shall be recognized 
upon the sale by a member of the affiliated group 
of stock issued by any other member of the affili¬ 
ated group or upon the dissolution (whether par¬ 
tial or complete) of a member of the grdup; (2) 
The basis of property (including property Included 
in an inventory) acquired, during the period of 
affiliation, by a member of the group, including the 
basis of such property after such period o|f affilia¬ 
tion: (3) The extent to which and the manner in 
which net losses sustained by a corporation before 
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it became a member of the group shall be deducted 
in the consolidated return: and the extent to which 
and the manner in which net losses sustained dur¬ 
ing the period for which the consolidated return 

is filed shall be deducted in anv taxable vear after 

• * 

the affiliation is terminated in whole or in part: 
(4) The extent to which and the manner in which 
gain or loss is to be recognized, upon the with¬ 
drawal of one or more corporations from the 
group, by reason of transactions occurring during 
the period of affiliation: and (.“>) That the corpo¬ 
rations filing the consolidated return must desig¬ 
nate one of their members a< the agent for the 
group, in order that all notices may be mailed to 
the agent, deficiencies collected, refunds made, in¬ 
terest computed, and proceedings before the* Hoard 
of Tax Appeals conducted as though the agent 
were the taxpayer. 

‘‘Your committee believes firmly that the privi¬ 
lege of filing consolidated returns is sound in prin¬ 
ciple and, safeguarded by the regulations to be tire- 
scribed, should be granted." 


Form 1120 for corporation returns for 1926 had the 
f olio wing instructions: 

(Vmsolidated Returns. 

.‘>8. If one domestic corporation owns 9.”> per 
cent or more of the outstanding stock of another or 
others, or if 9o per cent or more of the outstanding 
stock of two or more domestic corporations is 
owned by the same individual or partnership, or 
by the same individuals, partnerships, or corpora¬ 
tions, in substantially the same proportion, a con¬ 
solidated return may be tiled by such corporations. 
The term “stock" does not include nonvoting stock 
which isilimited and preferred as to dividends. In 
ease a consolidated return is filed, the parent or 
principal corporation of the affiliated group must 
furnish the information called for in questions 4 
to 7 on page 4 of the return. 

39. Where a group of corporations are affili¬ 
ated within the meaning of Section 340 of the Rev¬ 
enue Act of 1930, they shall either elect to file one 
consolidated return for the entire group, or a sep- 
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arate return for each corporation, and aljl returns 
thereafter made shall be upon the same basis unless 
permission to change the basis has beenj granted 
by the Commissioner. A corporation organized 
under the (Tina Trade Act, 1922, slialjl not be 
deemed to be affiliated with any other corporation 
within the meaning of Section 240 of jtlie Act. 
(See Articles 031 to 637 of Regulations 6j).) 

40. The parent or principal reporting Company 
of affiliated corporations, when filing a consoli¬ 
dated return on this form, shall attach thereto a 
schedule showing the names and addresses of all 
affiliated corporations in the group, and if the 
tax is apportioned among these corporations, the 
amount allocated to each. Each of the other affili¬ 
ated corporations shall file Form 1122 in the office 
of the Collector for its district. 

41. All supplementary and supporting sched¬ 
ules filed with a consolidated return should be 
prepared in columnar form, one column being pro¬ 
vided for each corporation included in the! consol¬ 
idation, one column for a total of like it (‘ink before 
adjustments are made, one column for intercom¬ 
pany eliminations and adjustments, and line col¬ 
umn for a total of like items after giving effect to 
the eliminations and adjustments. The items in¬ 
cluded in the column for eliminations and'adjust- 
ments should be svmbolized so as to readijv idem 

• I * 

tifv contra items affected, and suitable explana¬ 
tions appended, if necessary. 

Revenue Act of 1928, Regulations 75, Article 41. 

“Art. 41—Net Losses. 

(a) Consolidated Set Loss for 1920 or subsequent 
Taxable Year. 

A net loss sustained bv an affiliated groun for 
any taxable year (that is, 1929 or any subsequent 
taxable year) for which a consolidated return is 
made or is required shall be allowed, in thjc‘ same 
manner, to the same extent, and upon the sai|ne con¬ 
ditions as if the group were a single corporation, 
as a deduction (1) in computing the consolidated 
net income of such group for the succeeding tax- 
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able years, or (2) if consolidated returns are not 
made or required, then in computing the net income 
of the parent corporations for such years, or (3) 
if the parent becomes a subsidiary in another affili¬ 
ated group which makes a consolidated return, 
then in computing the consolidated net income of 
such other group for such years. In no case will 
any such net loss be allowed in computing the net 
income of a subsidiary (whether on a separate re¬ 
turn or a consolidated return of another affiliated 
group of which the subsidiary lias become a mem¬ 
ber). 

(b) Consolidated AY/ Loss for Years prior to 
1929. 

A consolidated net loss sustained for either of 
the two taxable years immediately preceding the 
taxable year 1929, in the case of a parent corpo¬ 
ration and one or more other corporations which 
made a consolidated return for such year, shall, 
if such parent is a member of an affiliated .irroup 
which makes a consolidated return for the taxable 

vear 1929 or the next succeeding taxable vear.be al- 
• » 

lowed as a deduction in computing the consolidated 
net income of such irroup for 1929 or the next suc¬ 
ceeding taxable vear in the same manner, to the 
same extent, and upon the same conditions as if 
such irroup were a simrle corporation and the same 
taxpayer, except that no part of any such consol¬ 
idated net loss which has previously been allowed, 
or is allowable, as a deduction in computing the 
net income of any such corporation which is not a 
member of such affiliated irroup during 1 1929 or the 

next succeeding taxable vear, shall be allowed as 

* • 

a deduction in computing such consolidated net in¬ 
come for 1929 or the next succeeding taxable year. 
In no case will any such consolidated net loss be 
allowed in computing the net income for the tax¬ 
able year 1929 or the next succeeding taxable year 
of a subsidiary (whether on a separate return or 
a consolidated return of another affiliated group) 
which during anv part of the taxable vear 1929 
or the next succeeding taxable year is a member 
of an affiliated group for which a consolidated re¬ 
turn is made. 



(c) Xef I,oxs Sustained by Separate Corporation 
Prior to Consolidated Return Period.\ 

A not loss sustained by a corporation |>rior to 
the date upon which its income is included in the 
consolidated return of an affiliated group (includ¬ 
ing any net loss sustained prior to the taxable year 
1929) shall be allowed as a deduction in computing 
the consolidated net income of such group in the 
same manner, to the same extent, and u]j)on the 
same conditions as if the consolidated income were 
the income of such corporation; but in no case in 
which the affiliated status is created after January 
1. 1929, will any such net loss be allowed as a de¬ 
duction in excess of the cost or the aggregate basis 
of the stock of such corporation owned by thje mem¬ 
bers of the group. 

(d) Taxable Year. 

Any period of less than 12 months for) which 
either a separate return or a consolidated!return 
is tiled, under the provisions of article 1$, shall 
be considered as a taxable vear. 


Regulations 74, Article 371. ! 

Art. 371. Returns for periods for less tlfan 12 
months.—Xo return can be made for a period of more 
than 12 months. A separate return for a fractional part 
of a year is therefore required wherever theri? is a 
change, with the approval of the Commissioner, [in the 
basis of computing net income from one taxable >fear to 
another taxable year. The periods to be covered b|y such 
separate returns in the several cases are stated jin the 
Act. The requirements with respect to the filing of a 
separate return and the payment of tax for a paft of a 
year are the same as for the filing of a return and the 
navment of tax for a full taxable vear closing at th| same 
time. (See sections 53 and 56 and articles 401-40)1. 431, 
and 746.) The tax on net income computed on the) basis 
of the period for which a separate return is made shall 
be paid thereon at the rate for the calendar year ini which 
such period is included. Where a return is made for a 
fractional part of a year, except where a return is made 
for a period of less than 12 months by reason of a change 



in accounting period, tho personal exemption and credit 
for dependents, and tlie credit of $3,000 allowed a domes¬ 
tic corporation having a net income not exceeding $25,000, 
shall be reduced to that proportion of the full credit which 
the number of months in the period for which the return 
is made bears to 12 months. 

In case of a change in accounting period the net in¬ 
come computed on the return for the fractional part of a 
year shall be placed on an annual basis and the tax com¬ 
puted as provided in section 47 (c). Where the net in¬ 
come of a corporation is placed on an annual basis, the 
amount of the net income after being placed on such 
basis determines whether the credit of $3,000 is allow¬ 
able. 


Example (1): The income tax of a citizen of the 
United States entitled to a personal exemption of $2,500, 
making a return for a six-months period by reason of a 
change in accounting period, and having a net income of 
$10,000 for such six-months period, of which $5,000 is 
earned net income, is $406.87. computed as follows: 


Xet income. $ 10.000.00 

Multiplied bv 12 . 120,000.00 

Divided by 6 . 20.000.00 

Subtracting exemption of $3,500 . 16.500.00 


Normal tax on $16,500 . $ 605.00 

Surtax on $20,000 . 220.00 


Total . 825.00 


Divided by 2 . 412.50 

Less credit for earned income. 5.63 


Amount of tax. 406.S7 


Example (2): The income tax of a domestic cor¬ 
poration making a return for a six-months period bv 
reason of a change in accounting period, and having a 
net income of $10,000 for such six-months period, is 
$1,020, computed as follows: 


Net Income . $ 10,000.00 

Multiplied by 12 . 120.000.00 

Divided by 6 . 20,000.00 
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Subtracting credit of $3,000 (allowable 
because net income placed on annual 

basis does not exceed $25,000). 

Tax on $17,000 at 12 per cent. 

Amount of tax ($2,040 divided by 2). .. 


17.000.00 
! 2.040.00 
! 1 , 020.00 


The return of a decedent or of bis estate for the year 
in which he died is a return for 12 months and not for 
a fractional part of a year. 

Section 26. 

I 

Sec. 26. Credits of Corporation Against Xet Income. 

For the purpose only of the tax imposed by section 
13 there shall be allowed the following credits: j 

(a) The amount received as interest upon ob¬ 
ligations of the United States which is incljuded in 
gross income under section 22; and 

(b) In the case of a domestic corporation the 
net income of which is $25,000 or less, a jspeeitic 
credit of $3,000: but if the net income is moire than 
$25,000 the tax imposed by section 13 shall not 
exceed the tax which, would be payable if thcj $3,000 
credit were allowed, plus the amount of the net 
income in excess of $25,000. 

Section 47. 

Sec. 47. Returns For A Period Of Less Than iTwelve 
Months. 

| 

(a) Returns for short period resulting from 
change of accounting period.—If a taxpayej*, with 
the approval of the Commissioner, cliangjes the 
basis of computing net income from fiscal year to 
calendar year a separate return shall be majde for 
the period between the close of the last fisca|l year 
for which return was made and the following De¬ 
cember 31. If the change is from calendar year 
to fiscal year, a separate return shall be ma|de for 
the period between the close of the last calendar 
year for which return was made and the date des¬ 
ignated as the close of the fiscal year. If the change 
is from one fiscal year to another fiscal year a sep¬ 
arate return shall be made for the period bejtween 
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the close of the former fiscal year and the date 
designated as the close of the new fiscal year. 

(b) Income computed on basis of short pe¬ 
riod.—"Where a separate return is made under sub¬ 
section (a) on account of a change in the account¬ 
ing period, and in all other cases where a separate 
return is required or permitted, by regulations pre¬ 
scribed by the Commissioner with the approval of 
the Secretary, to be made for a fractional part of 
a year, then the income shall be computed on the 
basis of the period for which separate return is 
made. 

(c) Income placed on annual basis.—If a sep¬ 
arate return is made under subsection (a) on ac¬ 
count of a change in the accounting period, the net 
income, computed on the basis of the period for 
which separate return is made, shall be placed on 
an annual basis by multiplying the amount thereof 

bv twelve and dividing bv the number of months 
• • 

included in the period for which the separate re¬ 
turn is made. The tax shall be such part of the 
tax computed on such annual basis as the number 
of months in such period is of twelve months. 

(d) Capital net jrains and losses—earned in¬ 
come.—The Commissioner with the approval of the 
Secretarv shall bv regulations prescribe the method 
of applying the provisions of subsections (b) and 
(c) (relating to computing* income on the basis of 
a short period, and placing such income on an an¬ 
nual basis) to cases where the taxpayer makes a 
separate return under subsection (a) on account 
of a change in the accountin<r period, and it ap¬ 
pears thht for the period for which the return is 
so made lie lias derived a capital net n*ain, or sus¬ 
tained a capital net loss or received earned income. 

(e) Reduction of credits against net income.— 
In the case of a return made for a fractional part 
of a year, except a return made under subsection 
(a), on account of a change in the accountinir pe¬ 
riod, the personal exemption and credit for de¬ 
pendents, and the specific credit for corporations, 
shall be reduced respectively to amounts which 
bear the same ratio to the full credits provided as 
the number of months in the period for which re¬ 
turn is made bears to twelve months. 


(f ) Closing of taxable year in case of jeopardy. 
—For closing of taxable year in case of jeopardy, 
see section 147. j 

Section 141. j 

l # 

Sec. 141. Consolidated Returns of Corporations— 
192!) and Subsequent Taxable Years. 


(a) Privilege to file consolidated returns.— 
An affiliated group of corporations shall, Subject 
to the provisions of this section, have the privilege 
of making a consolidated return for the taxable 
year 192!) or any subsequent taxable year, in lieu 
of separate returns. The making of a consolidated 
return shall be upon the condition that all the cor¬ 
porations which have been members of the affili¬ 
ated group at any time during the taxable year 
for which the return is made consent to all the 
regulations under subsection (b) prescribed! prior 
to the making of such return; and the making of a 
consolidated return shall be considered a^ such 
consent. In the case of a corporation which is a 
member of the affiliated group for a fractional part 
of the vear the consolidated return shall include 

* i 

the income of such corporation for such p^irt of 
the year as it is a member of the affiliated { 

(b) Regulations.—The Commissioner, w 


croup, 
th the 


approval of the Secretary, shall prescribe: such 
regulations as he mav deem necessarv in order 
that the tax liability of an affiliated group Of cor¬ 
porations making a consolidated return a|nd of 
each corporation in the group, both during and 
after the period of affiliation, may be determined, 
computed, assessed, collected, and adjusted ih such 
manner as clearly to reflect the income and to pre¬ 
vent avoidance of tax liability. 

(c) Computation and payment of tax.—In any 
case in which a consolidated return is made the 
tax shall be determined, computed, assessed, col¬ 
lected, and adjusted in accordance with the regu¬ 
lations under subsection (b) prescribed prior to 
the date on which such return is made. Only one 
specific credit, computed as provided in section 
26(b), shall be allowed in computing the taxj * * * 
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Revenue Act of 1926: 

Section 240. Consolidated Returns of Corporations. 

See. 240 (a) Corporations which are affiliated within 
the meaning of this section may, for any taxable year, 
make separate returns or, under regulations prescribed 
by the Commissioner with the approval of the Secretary, 
make a consolidated return of net income for the 
purpose of this title, in which case the taxes thereunder 
shall be computed and determined upon the basis of such 
return. If return is made on either of such bases, all 
returns thereafter made shall be upon the same basis 
unless permission to change the basis is granted by the 
Commissioner. 

(b) In any case in which a tax is assessed upon the 
basis of a consolidated return, the total tax shall be com¬ 
puted in the first instance as a unit and shall then be 
assessed upon the* respective affiliated corporations in 
such proportions as may be agreed upon anion** them, or, 
in the absence of any such agreement, then on the basis 
of the net income properly assignable to each. There 
shall be allowed in computing the income tax only one 
specific credit computed as provided in subdivision (b) 
of section 236. * * * 


( 5779 ) 







I 


In the Court of Appeals of the District of 

Columbia 

No. 5958 | 

American Loan Company of Akron, petitioner 

v. 

Guy T. Helvering, Commissioner of Internal 

Revenue, respondent 

i 

OX PET1 770A' FOR REVIEW OF DECISION OF THE \lNI TED 
STATES HOARD OF TAX APPEALS 

I 

_ i 

MEMORANDUM FOR THE RESPONDENT 

i 

Petitioner, a Delaware corporation, was organized 
in 1923 (R. 2-3, 7). For the period May 31, 1027, to 
January 31, 1928, the Commissioner allowetjl peti¬ 
tioner a specific credit determined by prorating the 
$2,000 allowed by Section 236 of the Revenue Act of 
1926, c. 27, 44 Stat. 9 (U.S.C.App., Title 26, Sec. 
988), and the $3,000 allowed by Section 26 |of the 
Revenue Act of 1928, c. 852, 45 Stat. 791, jto the 
eight-month period involved (R. 3), and determined 
a deficiency of $86.09 (R. 3, 6-7). Appeal was taken 

to the Board of Tax Appeals where the determina- 

! 

tion of the Commissioner was affirmed (R. 8)1 Xo 
other facts appear in the record and therefore no 
question of law is presented. Accordingly, respond¬ 
ent moves that the petition be dismissed. 

19502—33 (1) 


i 



It may he observed that paragraph 3 of the 
“praecipe of record” (R. 14) states: 

It is stipulated that the Court may con¬ 
sider the appropriate portion of the consoli¬ 
dated findings of fact, opinion, and decision 
as a part of tins record by reference. 

However, there is nothing to show that respondent 
agreed to this stipulation. Its attorney merely 
acknowledged service of the praecipe. 


If we turn to the record in Xo. 5957, we find that 
petitioner's position is without merit. That record 
shows that petitioner kept its books on the basis of 
the fiscal vear ending Januarv 31. From February 
1 to May 31, 1927, it was affiliated with the American 
Loan Company, Wilmington, Delaware, 1 and its in¬ 
come for that period was included in a consolidated 
income tax return filed bv the Beneficial Loan Societv 
(Xo. 5957, R. 10 11). Apparently the American 
Loan Company. Wilmington, Delaware, disposed of 
a substantial part, if not all, of petitioner's stock on 
May 31, 1927 (R. 13; see Xo. 5957, R. 10 11). 
Accordingly, petitioner filed a separate return for the 
eight-month oeriod .June 1, 1927, to Januarv 31, 1928 
(R. 3, 13: see Xo. 5957. R. 10-11). reporting a net 
income of $6,247.48 (R. 3: see Xo. 5957, R. 10), and 


1 Apparently the American Loan Company, Wilmington, 
Delaware, owned 95 percent or more of petitioner’s stock 
(R. 13), and the Beneficial Loan Society owned the stock of 
American Loan Company, Wilmington, Delaware (R. 3: see 
Xo. 5957, R. 10 11). 
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claimed a specific credit by taking 11/12 of $ 2,000 
allowed by Section 236 of the Revenue Act of 11926, 
supra , and 1/12 of $3,000 allowed by Section |26 of 
the Revenue Act of 1928, supra. In auditing the 
return, the Commissioner allowed but a prorated 
credit for the eight months covered by the iieturn 
and determined a deficiency accordingly (R. 6 - 7 ; see 
No. 5957, R. 10 - 11 ). Petitioner appealed to the 
Board of Tax Appeals where it contended (R. 3-4): 

This is the only income-tax return filejd by 
the Petitioner for the fiscal year ended January 
31, 1928, and under the respective sections of 
the Revenue Act of 1926 (Section 236)j and 
Revenue Act of 1928 it is entitled to a dredit 
of $2,000 and $3,000, and at the rate of $^,000 
per annum for eleven ( 11 ) months and af the 
rate of $ 3,000 per annum for one ( 1 ) month. 

The Board of Tax Appeals rejected petitioner’s 

contention and affirmed the action of the Conimis- 

sioner (R. 8 ; see No. 5957, R. 13-18). ! 

... 1 

The question which petitioner seeks to present 
was passed upon adversely to its position by the 
Court of Claims in Beneficial Loan Soc. v. United 
States , 48 F. ( 2 d) 686 , certiorari denied, 284 [U.S. 
633, wherein the statutes and regulations involved 
are set forth and carefully considered. The question 
is similar to that considered in our brief in No. 5957, 
to which in the interest of brevity reference is 
respectfully made. 

Wherefore, it is submitted that even though | the 
record did present the question sought to be raised 
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by petitioner, its petition is without merit and the 
decision of the Board of Tax Appeals should be 
affirmed. 

Respectfully submitted. 

Sewall Key, 

John H. McEvers, 

Special Assistants to the Attorney General. 
November 1933. 
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In the Court of Appeals of the District of 

Columbia 


Americas' Loan Compact of Camden 


O.V PETITION FOR REVIEW OF DECISION. OF THE UNITED 
STATES BOARD OF. TAX APPEALS \ 


SEWAIA. KEY, / 

. JOHN H. JffcEVEBS, - 

Special Assistants to the Attorney General , 






In the Court of Appeals of the District of 

Columbia j 

N(). 5959 

American Loan Company of Camden, petitioner 

i 

l . 

\ 

(irv T. IIelvekinu, (Commissioner of Internal 

Revenue, respondent j 


on r/rrrnox for rfvifw or nrcisios or thi: \r\rrrn 
STATUS IfOARIl or TAX AWFALS \ 


MEMORANDUM FOR THE RESPONDENT 


'Flu* record in this ease, like* that in Xoj 5958, 
raises no (piestion of law t<► be passed upon by this 

Court and, therefore, respondent moves the (Court 

1 

that the petition herein be* dismissed. 


In any event, the question which petitioner 


seek 


s 


to present is without merit. The findings of fact 
made by the Board of Tax Appeals which should 
have been incorporated herein are to be foulnd in 
tin* record of No. 5957. The facts as disclosed by 
that record and bv the record herein are as follows: 
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Petitioner, a Delaware corporation incorporated 

in 1927, established an accounting period on the 

basis of a fiscal rear ending January 31. For the 

• » • 

period February 1, 1927,’ to May 31, 1927, peti¬ 
tioner was a subsidiary member of an affiliated 
group, and its income for that period was included 
in a consolidated return tiled by the parent com¬ 
pany (R. 19: No. 59J7, R. 11). Apparently its 
parent company disposed of a substantial portion, 
if not all, of petitioner's capital stock on May 31, 
1927 (R. 20), with the result that petitioner was 
not affiliated with any other company for the period 
June 1, 1927, to January 31, 192S. for which it filed 
a separate return reporting $8,470.85 net income, 
and claiming a specific credit of 11 121hs of $2,000 
allowed by Section 226 of the Reyenue Act of 1926, 
e. 27. 44 Stat. 9 (C.S.C.App.. Title 26, Sec. 988), 
and 1/12th of $3,000 allowed bv Section 26 of the 
Reyenue Act of 1928, c. 852, 45 Stat. 791 (No. 5957, 
R. 11). In auditing petitioner’s return the (Vmi- 
missioner prorated the specific credits ( R. 7-8; No. 

5957. R. 11-12) and determined a deficiency of 
♦ 

$84.67 (R. 7). Appeal was taken to the Board 

of Tax Appeals (R. 2-5) where the action of tin* 

Commissioner was affirmed (R. 14-15). 

The case is clearly controlled by the decision of 

• * 

the Court of Claims in Beneficial Loan Soc. v. 
r nit id Sfafes, 48 F. (2d) 686. certiorari denied, 

1 At I\. 19 the period is given as February 3. 19*27. t<> May 
31. 1927. 
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284 U.S. 633, and by the principles of law discussed 
in our brief No. 5957, which bv reference is made a 
part hereof. 

It is therefore respectfully submitted that the 
petition for review herein should be dismissed and 
the decision of the Board of Tax Appeals ijffirmed. 

Sew all Key, 

i 

John II. McEver$, 

j 7 

Special Assistants to the Attorney General. 

November 1933. 
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In the Court of Appeals of the District of 

Columbia 


No. 5957 

Beneficial Loan Society of Trenton, petitioner 


v. 


Guy T. Helyeking, Commissioner of Internal 

Revenue, respondent 


O.Y PET IT my FOR REVIEW OF DEdSlOX OF THE 
STATES HO Alt 0 OF TAX AT TEALS 


EXITED 




BRIEF FOR RESPONDENT 


OPINION BELOW 

The only previous opinion in this ease is jhat of 
the Board of Tax Appeals (R. 13-18), which is re¬ 
ported in 26 B.T.A. 1343. j 

JURISDICTION 

i 

This petition for review involves a deficiency in 
petitioner’s income tax for the period February 
1 to May 31, 1929, in the sum of $192.51 (ij. 19). 
Appeal is taken from the decision of the Boird of 
Tax Appeals entered October 26,1932 (R. 19 )\ The 

case is brought to this Court by petition for ifeview 

(i) 




0 


filed January 18,1933 (R. 23), pursuant to the pro¬ 
visions of Sections 1001-1003 of the Revenue Act 
of 1926, c. 27, 44 Stat. 9, as amended by Section 
1101 of the Revenue Act of 1932, c. 209, 47 Stat. 
169. 

QUESTION PRESENTED 

Where a corporation is in business and has net 
income for a full 12 months accounting period but 
owing to its becoming a subsidiary member of an 
affiliated group is required to and does file a sep¬ 
arate return for a 4-months period during which 
it had a net income of less than $25,000, is the spe¬ 
cific credit allowed by Sections 26 and 47 (e) of 
the Revenue Act of 1928 determined bv taking 
four-twelfths of $3,000 l 


STATUTES AND REGULATIONS INVOLVED 


Revenue Act of 1928, c. 852, 45 Stat. 791: 

Sec. 26 . Credits of corporation against 

NET INCOME. 

For the purpose of only of the tax imposed 
oy section 13 there shall be allowed the fol¬ 
lowing credits: 

c? 


* * * * * 


(b) In the case of a domestic corporation 
the net income of which is $25,000 or less, a 
specific credit or $3,000; but if the net income 
is more than $25,000 the tax imposed by sec¬ 


tion 13 shall not exceed the tax which 
would be payable if the $3,000 credit were 
allowed, plus the amount of the net income 
in excess of $25,000. 
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Sec. 47. Returns for a period of Lpss than 

TWELVE MONTHS. 

| 

(a) Returns for short period dfsuiting 
from change of accounting period^ —If a 
taxpayer, with the approval of the Commis¬ 
sioner, changes the basis of computing* net 
income from fiscal vear to calendar vear a 
separate return shall be made for the period 
between the close of the last fiscal Vear for 

* i 

which return was made and the foil lowing 

December 31. J f the change is from calendar 

year to fiscal year, a separate return jdiall be 

made for the period between the close of the 

last calendar year for which return was 

made and the date designated as tile close 

of the fiscal year. If the change is fijom one 

fiscal year to another fiscal year a separate 

return shall be made for the period between 

the close of the former fiscal vear and the 

* 

date designated as the close of the new 
fiscal year. 

(b) Income computed on basis of\ short 
period. —Where a separate return is| made 
under subsection (a) on account of a change 
in the accounting period, and in all other 
cases where a separate return is required or 
permitted, by regulations prescribed jiy the 
Commissioner with the approval of thle Sec¬ 
retary, to be made for a fractional pa^t of a 
year, then the income shall be computed on 
the basis of the period for which separate 
return is made. 


* 
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(e) Reduction of credits against net in¬ 
come .—In the ease of a return made for a 
fractional part of a year, except a return 
made under subsection (a), on account of a 
change in the accounting period, the per¬ 
sonal exemption and credit for dependents, 
and the specific credit for corporations, shall 
be reduced respectively to amounts which 
bear the same ratio to the full credits pro¬ 
vided as the number of months in the period 
for which return is made bears to twelve 
months. 


* 


* 


Sec. 48. Definitions. 
When used in this title- 


(a) Taxable gear. — ‘‘Taxable year" 

means! the calendar vear, or the fiscal vear 

%> 1 % 

ending during such calendar year, upon the 
basis of which the net income is computed 
under this Part. “Taxable year" includes, 
in the case of a return made for a fractional 
part of a year under the provisions of this 
title or under regulations prescribed by the 
Commissioner with the approval of the Sec¬ 
retary, the period for which such return is 
made. The first taxable vear, to be called 
the taxable year 1928, shall be the calendar 
year 1928 or anv fiscal year ending during 

the calendar vear 1928. 

% 

(b) Fiscal gear .—“Fiscal year" means an 
accounting period of twelve months ending 
on the last dav of anv month other than 
December. 


* 


* 


Sec. 141. Consolidated returns oe corpo¬ 
rations—102 9 AND SUBSEQUENT TAXABLE 

YEARS. 

(a) Privilege to file consolidated re¬ 
turns .—An affiliated group of corporations 
shall, subject to the provisions of tjiis sec¬ 
tion, have the privilege of making a Consoli¬ 
dated return for the taxable vear 1929 or 

* i 

any subsequent taxable year, in lieu of sep¬ 
arate returns. The making of a consoli- 
dated return shall be upon the condition that 
all the corporations which have members of 
the affiliated group at any time dur ng the 
taxable vear for which the return i& made 
consent to all the regulations under subsec- 
tion (b) prescribed prior to the making of 
such return; and the making of a consoli¬ 
dated return shall be considered as such con¬ 
sent. In the case of a corporation which is 
a member of the affiliated group for g frac¬ 
tional part of the year the consolidated re¬ 
turn shall include the income of such cor¬ 
poration for such part of the year as it is a 
member of the affiliated group. 

(b) Regulations. — The Commissioner, 
with the approval of the Secretary), shall 
prescribe such regulations as he may deem 
necessary in order that the tax liability of an 
affiliated group of corporations making a 
consolidated return and of each corporation 
in the group, both during and after the pe¬ 
riod of affiliation, mav be determined, com- 
puted, assessed, collected, and adjusted in 
such manner as clearly to reflect the income 
and to prevent avoidance of tax liability. 
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Treasury Regulations 75: 

Art. 13. Change in Affiliated Group Dur¬ 
ing Taxable Year. 

***** 

(a) General Hide. 

Except as hereinafter provided, a con¬ 
solidated return must include the income of 
the parent and of each subsidiary for the 
entire taxable vear. 

(b) Formation of Affiliated (5roup after 
Beginning of Year. 

If an affiliated group is formed after the 
beginning of the taxable year of the corpo¬ 
ration which becomes the parent, the con¬ 
solidated return must include the income of 
the parent for its entire taxable year (ex¬ 
cluding, of course, am portion of such year 
during which its income is included in the 
consolidated return of another affiliated 
group) and the income of each subsidiary 
from the time it became a member of the 
group. 

***** 

(d) Addition to Group of a Subsidiary 
during Year. 

If a corporation becomes a member of the 
affiliated group during the taxable year of 
the group, the consolidated return must in¬ 
clude its income from the time it became a 
member of the group. 

***** 

(g) Separate Returns for Periods not In¬ 
cluded in Consolidated Return. 


I 


If a corporation, during its taxable year 
becomes a member of an affiliated group, its 
income for the portion of such taxable year 
not included in the consolidated return of 
such group must be included in a separate 
return (or, if a member of another affiliated 
group which files a consolidated return for 
such period, then in such consolidated re- 

i 

turn). If a corporation ceases to be a mem¬ 
ber of the affiliated group during tljie tax¬ 
able year of the group, its income for the 
period after the time it ceased to be 4 mem¬ 
ber of the affiliated group must be included 
in a separate return (or, if it becomes a 
member of another affiliated group which 
tiles a consolidated return for such period, 
then in such consolidated return). i 

i 

Art. 41. Net Losses. j 

(a) ('on sol i dated Net Loss for Iff 29 or 
subsequent Taxable Year. 

***** 

(d) Taxable Year. 

Anv period of less than 12 months for 

* i 

which either a separate return or a consoli¬ 
dated return is filed, under the provisions of 
article 13, shall be considered as a taxable 
year. J 

STATEMENT 

I 

Petitioner is a New Jersey corporation, organ¬ 
ized in 1915 (R. 9). Prior to 1929 it kept its books 
and made its returns upon the basis 'of a fiscal year 
ending January 31st (R. 9). On June 1, 19*29, it 
became a subsidiary member of an affiliated group 
(R. 10). 




s 


For the period February 1,1929, to May 31, 1929, 
petitioner tiled a separate return reporting $15.- 
042.62 (R. 9-10). For the period June 1 to Decem¬ 
ber 31. 1929, 1 petitioner's income was reported in a 
consolidated return tiled by the parent corpora¬ 
tion and the amount of tax due thereon is not in 


dispute (R. 10). The dispute relates to the specific 
credit to be allowed under Sections 26 and 4b (e) of 
tlie Revenue Act of 1928, supra, for the period Feb¬ 
ruary 1 to May 31st (R. 14—15). The Commissioner 
pro-rated such specific credit of $3,000, allocating 
four-twelfths to the 4-months period involved and 
determined a deficiency accordingly (R. 3, 10). 

Appeal was taken to the Board of Tax Appeals 
(R. 1-7), where the determination of the Com¬ 
missioner was affirmed (R. 18). Petitioner brings 
the question thus presented to this Court for 


review. 


ARGUMENT 


On June 1, 1929, petitioner became a subsidiary 
member of an affiliated group (R. 10). Section 
141 (a), of the Revenue Act of 1928, supra , pro¬ 
vides: 

In the case of a corporation which is a mem¬ 
ber of the affiliated group for a fractional 
part of the year the consolidated return 
shall include the income of such corporation 
for such part of the year as it is a member 
of the affiliated group. 

- i 

1 On December 20. 19*21). the Commissioner granted peti¬ 
tioner permission to change to a calendar year basis (R. 9). 



And similarly. Article 13 (d) of Regulations 75 
provides: 

If a corporation becomes a member of an 
affiliated group during the taxable year of 
the group, the consolidated return must in¬ 
clude its income for the time it became a 
member of the group. 

Accordingly, for the period June 1 to December 
31, the parent company was required to and did 
( R. 10) include petitioner's income in the return 


of the group. With respect to the 4 months' period, 
February 1 to May 31, 1929, Section 141 (m), of 
the Revenue Act of 1928. .supra, relating to the tax- 


aole year 1929, affords an affiliated group the privi¬ 
lege of making a consolidated return in lieu of 


separate returns but provides that— 
The making of a consolidated 


return shall 


be upon the condition that all the corpora¬ 
tions which have been members of the affili¬ 
ated group at any time during the taxable 
year for which the return is made consent 
to all the regulations under subsection (b) 
prescribed prior to the making of such re¬ 
tinal; and the making of a consolidated 
return shall be considered as such conseiit. 

Subsection (b) authorizes the Commissioner, jwith 
the approval of the Secretary of the Treasury, to 
make such regulations as he mav deem necessary. 
Article 13 (g), Regulations 75, promulgated 'Feb¬ 


ruary 15, 1929, pursuant to such authority and 
applicable to the taxable year 1929, provides: 
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(g) Separate Returns for Periods not In¬ 
cluded in Consolidated Return. 

If a corporation, during its taxable year, 
becomes a member of an affiliated group, its 
income for the portion of such taxable year 
not included in the consolidated return of 
such group must be in a separate re¬ 
turn * * V 


It follows that for the period February 1 to May 
31, 1929, petitioner was required to, and it did (R. 
9—10). tile a separate return. 

Section 47 (b) of the Revenue Act of 1928, supra, 
provides that where a separate return is made or 


*‘is required or permitted, by regulations pre¬ 
scribed by the Commissioner with the approval of 


Secretary*', for a fractional part <>f a year 


■Such lias been the uniform holding of the Board of Tax 
Appeals. .1 //peal of American LaDentclle. Inc., et ah. 1 
B.T.A. 575: ( 7/v ( n River Itistilling Co. v. Commissioner. 10 
B.T.A. 395: W'eissberger Moving <(• Storage Co. v. Commit 
.doner. 20 B.T.A. 1375: The Joseph <(* Feiss ( o. v. Commis¬ 
sioner. 20 B.T.A. 1424. now pending on appeal in the Circuit 
Court of Appeals for the Sixth Circuit. No. 63S0: Arnold. 
Coust able Corporation v. Commissioner. ‘26 B.T.A. 1427. now 
pending on appeal in the Circuit Court of Appeals for the 
Second Circuit. While this precise question was not before 
the Court in American Paper Exports v. Rowers. 54 F. (2d) 
50S (C.C.A. 2d), nevertheless the court recognized the neces- 
sity for the rule, saving (pp. 508-509) : 

"If both affiliates are in existence and active before affili¬ 
ation. obviouslv more than one return becomes therefore 


necessary, and so it has been held. * * * (Citing cases.) 

At least for the period of its separate activity each must file 
a separate return." 
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I 

4 4 then the income shall be computed on the jbasis of 
the period for which separate return is mac^e.” 

Subsection 3 of Section 47, supra, provides: 

(e) Reduction of credits against j net in¬ 
come. —In the case of a return made for a 
fractional part of a year * * * tpe spe- 

i 

citic credit for corporations shall be reduced 
respectively to amounts which bear th|e same 
ratio to the full credits provided as thi num- 

.i 

ber of months in the period of which (return 
is made bears to twelve months. I 

i 

Section 26 of the Revenue Act of 1928, supra, 
allows a corporation having a net income ojf less 
than $25,000 a specific credit of $3,000. Thu$ con¬ 
struing Sections 2b and 47 (b) and (e) together, 
it will be observed that since the taxpaver was re- 
quired to and did file a return for the 4 mojnths’ 
period February 1 to May 31, 1929, the Conlimis- 
sioner was required to reduce the specific creqit to 
an amount “which bears the same ratio to the full 
credits provides as the number of months in| the 
period of which the return is made bears to twelve 
months"—that is, four twelfths of $3,000. Thi& the 
Commissioner did and his determination was prop¬ 
erly sustained by the Board of Tax Appeals, ij? en - 
eficial Loan Soc. v. United States , 48 F. (2d) 686 
(C.Cls.), certiorari denied, 284 U.S. 633. | 

Petitioner cites and relies upon Bankers' Tfust 
Co. v. Bowers , 295 Fed. 89 (C.C.A. 2d) (Br. 7-|9). 
That case is distinguishable from the instant ckse 


i 
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for tin* reason that therein the return covered the 

full amount of the income received bv the tax- 

* 

payer during the 12 months taxable period. Peti¬ 
tioner tries to bring itself within the rule laid down 
in that decision bv contending in effect that the 
petitioner lost its identity when i; became a member 
of the affiliated group (Br. 10—11). 

It is now definitelv settled that bv affiliation a 
corporation does not lose its identity. It remains a 
taxpayer. Wool ford Re (dtp Co. v. Rose, 286 U.S. 
319, 320; Beneficial Loan Soc. v. United States, 48 
F. (2d) 686, 687 (C.Cls.). certiorari denied 284 
U.S. 633; ('omnussioncr v. Ben Ginsbery Co., 54 F. 
(2d) 238, 239 (C.C.A. 2d); West Missouri Power 
('<>. v. Burnet (C.C.A. 8th), decided Julv 3, 1933“: 
Delaware -d’ Hudson Co. v. Commissioner, 65 F. 
(2d) 292. 293. certiorari denied October 16, 1933. 

In Wool ford Realty Co. v. Rose, supra , the Su¬ 
preme Court said (p. 328) : 

The fact is not to be ignored that each of two 
or more corporations joining (under Section 
240) in a consolidated return is none the less 
a taxpayer. 

It follows that petitioner had income during the 
full 12 calendar months of 1929 and therefore the 
decision in Bankers' Trust Co. v. Bowers, supra . 
has no application. 

It mav be further noted that Section 26 of the 
Revenue Act of 1928, supra, grants no exemption 

s Vol. 1. Prentice-Hall. 11*33. p. 2222. par. 1534. 
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to a corporation which has a net income lot* over 
$25,000. As we have shown above, petitioner's in- 
come for the period February 1 to May 3jl, 1929, 
was $15,042.02. Its income for the period January 
1 to January 31 and for the period June 1 tojDeeem- 
ber 31, 1929, does not appear. In its briif peti¬ 
tioner advises us that its net income for ] the 11 
months February 1 to December 31, 1929, was 
‘‘legally speaking * * * $38,000." (Br. 10.) 

Just what is meant by “legally speaking",! we do 
not know but if we are to disregard the 4 ljionths’ 
period February 1 to May 31 and consider any 
other period, the record fails to disclose tlnjt peti¬ 
tioner's income for such period was less than 
$25,000. It follows that no reversible error is 
shown. 

CONCLUSION 

The decision of the Board of Tax Appeals is in 
accordance with law and should therefore be 
affirmed. 

Respectfullv submitted. 

A • 

Sew all Key, 

John II. McEvkrs, j 

Special Assistants to the Attorney General. 

November 1933. 
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In the Court of Appeals of the District of 

Columbia 

— 

No. 5960 

Beneficial Loan Society of Providence, 

petitioner 


Guy T. Helvering, Commissioner of 

Revenue, respondent 



OX PET ITIO X FOR REVIEW OF DECISIOX OF Tllk EXITED 


STATES HOARD 01 


’ DECISIOX OF THE 
7 TAX APPEALS 


MEMORANDUM FOR THE RESPONDENT 

i 

_ i 

J 

The record in this case, like those in X~o. 5958 and 
No. 5959, raises no question of law to 1x1. passed 
upon by this Court and, therefore, respondent moves 
the Court that the petition herein be dismissed. 

i 

_ i 

In any event, the question which petitioner seeks 
to present is without merit. The findings of fact 
which should have been incorporated herein) are to 
be found in the record in No. 5957. Tlje facts 
disclosed in that record and in the record herein are 
as follows: I 


19500—33 


( 1 ) 
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Petitioner, a Delaware corporation incorporated in 
1923, established an accounting period on the basis of 
a fiscal year ending January 31. On December 26, 
1929, it was authorized by the Commissioner to 
change to a calendar year basis. On June 1, 1929, it 
became a subsidiary member of an affiliated group 
(No. 5957, R.| 12) and its income for the remainder 
of the calendar year was reported in the consolidated 
return (No. 5957, R. 12-13). For the 4-month period, 
February 1, 1929, to May 31, 1929, petitioner filed a 
separate return, reporting a net income of $7,050.95, 
and claiming a deduction ll/12ths of the specific 
credit of $3,000 allowed by Section 26 of the Revenue 
Act of 1928, c. 852, 45 Stat. 791 (No. 5957, R. 12). 
In auditing the return the Commissioner prorated the 
$3,000 specific credit, allowing a deduction for the 
four-month period of 4 12ths of the whole (No. 5957, 
R. 13). An appeal was taken to the Board of Tax 
Appeals (R. 2-6) where the determination of the 
Commissioner was affirmed (R. 7-8). Thus the facts 
herein and the question presented are identical with 
those set forth in No. 5957. Accordingly, the argu¬ 
ment in our brief therein is applicable here and is 
incorporated herein by reference. 

It is respectfully submitted that the petition herein 
should be dismissed and the decision of the Board of 
Tax Appeals affirmed. 

Sew all Key, 

John II. McEyers, 

Special Assistants to the Attorney General. 

November 1933. 
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In the Court of Appeals of the District of 

Columbia 


No. 5961 


Personal Finance Company of Lebanon, 

petitioner I 

v. I 

i 

Guy T. IIelyerixg, Commissioner of Internal 

Revenue, respondent 


o.v rrrinox roR review or decisi ox or mr 
states hoard or tax arrears 


rxrrri) 


MEMORANDUM FOR THE RESPONDENT 


The record in tills case, like those in Nc:. 5958, 
No. 5959, and No. 59(>0, i*aises no question of law to 
be passed upon by this Court and, therefore, re¬ 
spondent moves the Court that the petition (herein 
be dismissed. 


In any event, the question which petitioned seeks 
to present is without merit. The finding’s of fact 
which should have been incorporated herein are 
to be found in the record in No. 5957. Tlitj facts 
disclosed in that record and in the record jierein 
are as follows: 

i 

39501—.'{.‘I (]j 
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Petitioner, a Delaware corporation organized in 

1926, kept its books on a basis of a calendar year 
(No. 5957, R. 12). For the period January 1, 1927, 
to June 20, 1927, Collateral Bankers, Inc., New 
York, owned 95 r ,' or more of petitioner's stock and 
petitioner's income for that period was reported in 
a consolidated return tiled by such parent company 
(R. 12; No. 5957, R. 12). Apparently on June 21, 

1927, the Collateral Bankers, Inc., disposed of a 
substantial part, if not all, of petitioner’s stock, 
with the result that petitioner was not affiliated 
with any other company during the period July 1 
to December 21, 1927, for which period it filed a 
separate return (R. 12; N<>. 5957. R. 13). reporting 
a net income of $6,512.98, and claiming the full spe¬ 
cific' credit of $2,000 allowed by Section 236 of the 
Revenue Act of 1926, c. 27, 44 Stat. 9 (U.S.C.App., 
Title 26, Sec. 988). In auditing the petitioner's re¬ 
turn the Commissioner prorated the $2,000 specific 
credit and allowed a deduction of $1,000 for the six- 
month period involved (No. 5957. R. 13). Peti¬ 
tioner appealed to the Board of Tax Appeals 
(R. 2-7) where the action of the Commissioner was 
affirmed (R. 7). The question presented was de¬ 
cided adversely to the petitioner by the Court of 
Claims in B( netieiat Loan Soc. v. United State*, 48 
F. (2d) 686. certiorari denied, 284 U.S. 633. It is 
the same as that presented in case No. 5957, and 
accordinglv our argument in the brief tiled therein 
is incorporated herein by reference. 


It is respectfully submitted that the petition 
herein should be dismissed and the decision bf the 
Board of Tax Appeals affirmed. 

Sew all Key, 

John H. McEyers, j 

Special Assistants to the Attorney General. 
November 1933. ! 
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